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Mr Malik’s Manceuvres 


Fs days of Mr Malik’s performance as President of the Security 

Council have been quite enough to show the world the purpose 
of his return. North Korea’s unprovoked attack on South Korea united 
the free nations in an all but universal condemnation of the Soviet 
puppet and of its powerful backer. The original resolution in the 
Security Council condemning North Korea and calling on the United 
Nations to assist South Korea has since been accepted by 53 of the 59 
member nations and the unanimity of opinion cuts across every division 
which normally prevents the crystallisation of what can reasonably 
be called “world opinion.” Great states and small, eastern states 
and western states, Asian states and American states, Arab states and 
Israel—all have joined in the denunciation of aggression and in the 
determination to check it at its source. Thus the Soviet Union, in 
the full spate of its peace campaign and of its efforts to fix responsibility 
for “atomic aggression” on the United States, has suddenly found 
the tide reversed and the charge of encouraging aggression pinned 
upon it by a unanimous world. 


The chief purpose of Mr Malik’s return to the forum of the 
Security Council has been to put an end as_peedily as possible to 
this unanimity of world opinion and to drive back the wedges which 
tend to hold the nations apart. There is little point in dwelling on 
the sophistries by which he has sought to prove that the war in Korea 
is a civil war and that the only aggression that has taken place 
has been the intervention of a foreign power in the shape of the United 
States. This “ upside down talk” has not for one moment convinced 
the United Nations, which was itself responsible for establishing the 
South Korea Government as a legal government, whose own Com- 
mission on the spot confirmed the fact of the attack on June 25th 
and whose flag now flies over the American forces desperately seeking 
to retain a foothold in South Korea. In all the votes on the issue of 
Korea itself, Mr Malik has had the Council almost solidly against him. 


From the very first day of his Presidency, however, the Russian 
delegate has used more effective tactics for confusing the issue and 
destroying the unanimity of opinion in the free world. He has sought 
to shift the debate from the issue of Korea, upon which there is unity 
of outlook among the free nations, to others upon which there is not. 
It may, indeed, have been Pandit Nehru’s well-intentioned efforts to 
call in Stalin as a peacemaker that first suggested a possible 
policy to the Kremlin. It will be recalled that Mr Nehru proposed 
a settlement of the Korean issue through the Security Council, 
strengthened by the prior admission of Communist China. The Soviet 
Government was thus reminded that almost every issue concerning 
Mao Tse-tung’s regime could be made an apple of discord among the 
free nations. In particular, Asian opinion could be inflamed and 
played off against Atlantic opinion and the old overtones of western 
imperialism and Asian independence reintroduced. The Security 
Council itself was divided on the question whether Communist 
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representatives should oust the Nationalist delegate. 
Opinion generally was uncertain about the exact status 
of Formosa and the legitimacy or otherwise of Chinese 
Communist claims to it. Here, clearly, were troubled 
waters for the Soviet hook. Mr Malik settled down to 
some very intensive fishing. 


The aim of his speeches, his accusations, his innuen- 
does and violent tirades has been to convince the outside 
world that Korea is a subordinate issue in a general 
American “ attack” upon the Far East. The proof he 
offers is the refusal of the United States to admit the 
Chinese Communists to the Security Council, its backing 
of Dr Tsiang, the Nationalist representative, and its 
“active military support ” for the “ corrupt regime ” of 
Chiang Kai-shek in Formosa. In the last week, General 
MacArthur’s somewhat flamboyant visit to Formosa, the 
even more flamboyant press releases issued by Chiang 
Kai-shek and the revival of Nationalist bombing of 
“invasion barges” have been woven into the fabric of 
Soviet propaganda. Again and again, Mr Malik has 
thrust the issue of the Korean fighting to one side and 
brought up instead the question of the rights and the 
representation of the Chinese Communists. And it must 
be admitted that his efforts to put an end to unanimity 
have not been entirely unsuccessful. Both Britain and 
India have voted in the last week for the admission of 
Communist China and America against it, and doubts 
and uncertainties about developments in Formosa have 
been voiced not only in India but in Australia and even 
the United States. What was clear on August 1st—the 
fact of North Korean aggression—has been slightly 
muddied. So much must be conceded to Russian tactics. 


* 


The immediate aim of the free nations should there- 
fore be to buttress their unanimity at the points where 
it is endangered. In the specifically Korean issue there 
can, of course, be no wavering in the admirably unani- 
mous view that the only acceptable end to the incident 
would be a withdrawal by the Communists behind the 
38th parallel of latitude. This insistence will be 
the firmer if a similar unanimity can be achieved 
on the other two points, on the representation of China 
in the Security Council and on the status of Formosa. 
This should not be an impossible task, as the real 
divergences are by no means as great as they appear. 


The arguments for the admission of Communist China 
to the Security Council which the British and Indian 
Governments have for some time been pressing upon 
the other members of the Council are, firstly, that it is 
really absurd to go on recognising Chiang Kai-shek’s 
nominee as the representative of the people of a China 
from which he has been expelled, and secondly that to 
bring Mao Tse-tung out of his lonely téte-d-téte with 
the Kremlin and into the open forum of the nations 
cannot, at least, do any harm. It is true that the Chinese 
representative is equipped with a veto, which might be 
useful to the Russians if they chose to walk out once 
again. But it can be taken for granted, after the brief 
demonstration of what the Security Council can do in 
the absence of a Communist veto, that by one means or 
another, the veto will now be a permanency in any case. 
The Security Council cannot hope to be more than a 
talking-place, and there might be some virtue in having 
the Chinese Communists there to talk to. In any case, 
the alternative, that Chiang Kai-shek should continue to 
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be treated as a Great Power, is getting more ridiculous 
every day. 

Nor is the American opposition absolute. The State 
Department has declared that it will not interpose its 
veto against the wish of the majority. Indeed, if it had 
not been for the aggression in Korea, Communist China 
would probably by now be seated in the Security Council, 
There would certainly be no harm in letting Peking 
know that ii is the action in Korea that has postponed 
the matter. The hesitations of the State Department 
were very largely due to domestic American politics— 
to the fear that Senator McCarthy and the China Lobby 
would proclaim a vote for the admission of Mao Tse- 
tung as proof of the assertion that the State Department's 
policies are dictated by disguised Communists in its 
midst. The transformed political situation in Washington 
should by now have at least diminished this obstacle. 
In any case, a positive American vote would not be 
needed, provided there were a change of attitude among 
the other members of the Security Council who have 
hitherto voted with the United States. What is needed 
is to let it be known that, at the proper time, Communist 
China will be seated at the Security Council. Agreement 
will, of course, be needed on what the proper time is. Sir 
Gladwyn Jebb has rightly been insisting that there is no 
connection between the matter of Communist China’s 
admission and North Korea’s aggression—or at least not 
enough connection to justify the bargaining of one 
against the other. But it would certainly be very odd to 
admit one Communist regime in the Far East to the 
Security Council while another was still openly defying 
its authority and warring against its troops. However 
this may be, the essential first step is to see whether the 
free nations cannot agree on what should be done, so 
that Mr Malik can no longer make them vote in different 
camps. 


The question of Formosa, at first sight, seems more 
intractable, since the verbal disagreements are more 
embittered. To listen to some of the British left-wing 
criticisms of American action, one could easily be forgiven 
for supposing that the American Seventh Fleet is a 
greater menace to world peace than all the tanks and 
bombers of the Russians. And it must also be candidly 
said that General MacArthur’s visit, or the interpretation 
that he has allowed the Chinese Nationalists to put upon 
it, is calculated to put the very worst face possible upon 
American policy. 

But in reality, the breach over Formosa between the 
more sober elements in the free nations, and between 
their governments, is not nearly as wide as it seems ; it 
is largely a matter of emphasis. The United States did 
suddenly reverse its policy on June 27th by deciding to 
prevent a Communist invasion of Formosa. But this was 
a temporary expedient dictated by obvious strategy. It 
would clearly be lunacy, at a time when Communist 
aggression was loose in the Far East and the United 
States was preparing to repel it, to allow Communist 
forces to occupy a valuable strategic island. Only the most 
foolish of the critics attempt to suggest that the American 
action was wrong or unnecessary in the ontext in which 
it was taken. 

What has excited criticism, outside the ranks of the 
extremists, is the insufficient care that the Americans have 
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taken to explain that their change of policy was no more 
than a temporary expedient dictated by strategy, that it 
does not imply any going back, as a matter of permanent 
policy, on the Cairo undertaking that Formosa should 
eventually be Chinese, and that it certainly does not 
betoken any willingness to support Chiang Kai-shek 
in his dreams of reconquering the mainland. It should 
not surely be difficult to achieve a statement of policy to 
which all could subscribe. There seem to be four 
essential points. First, Formosa is at present in inter- 
national law Japanese territory and cannot become any- 
thing else except by international treaty. Secondly, the 
free nations might reaffirm their declaration that when the 
time comes to draw up such a treaty they will support 
the retrocession of Formosa to China, which will imply 
their recognition as rightful rulers of Formosa of what- 
ever is at that time the de jure government of China. But, 
thirdly, the time for peace making clearly cannot come so 
long as aggression is rampant in the Far East. And, 
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fourthly, in the meantime, it would be both wrong and 
dangerous to permit any change in the status of the island 
to be made by force of arms. The working out of such a 
joint policy, which might even achieve the agreement of 
Pandit Nehru, js an urgent matter, since Mr Malik must 
not be left a day longer than is necessary in the position 
of compelling the free nations to take different sides. 

In all these matters, it is essential not to lose sight of 
the main issue. There is only one possibility of world- 
wide total war breaking out, and that is if the Kremlin 
wishes it. It is most unlikely that the decision to be 
taken in Moscow will be swayed one way or the other 
by anything that the western nations do, or do not do, 
to Mao Tse-tung. On the other hand, it is highly likely to 
be swayed by the degree of unity and resolution in the 
free world. In Washington no less than in London— 
indeed, in Washington even more than in London—it 
should be realised that, at this moment, the need for 
unity is paramount. 


Partition tor Kashmir? 


AST month’s official negotiations in Delhi for a settle- 
ment of the Kashmir dispute were completely un- 
successful. They represented the first formal attack on the 
problem by Sir Owen Dixon, the new United Nations 
representative, and they followed his stay of several 
weeks in Kashmir to study the situation at first hand. 
Fortunately for the peace of Asia, Sir Owen is still 
travelling between Delhi and Karachi, and the two Prime 
Ministers and their closest advisers, resuming the series 
of meetings begun over the Minorities Agreement in 
April,are to meet again soon, probably during September. 
This dispute is the poisoned well from which infection 
has spread to every other point of contact between the 
two countries. If it is not cleared soon, the poison will 
become so virulent that there will be small hope for any 
lasting agreement on Kashmir or on any other topics 
under dispute. It is little short of three years since 
October, 1947, when open fighting began in Kashmir and 
the Maharajah decided to accede to India. Pathan tribes- 
men from the North-west Frontier had already entered 
Kashmir through Pakistan territory, and a Moslem 
“provisional Republican government ”—in so-called 
Azad Kashmir—had been established. Indian troops 
were then flown in to support the Kashmir state forces 
and the Maharajah accepted a new government under 
the pro-Indian Moslem leader, Sheikh Mohammad 
Abdullah. Fighting went on for several months. In 
January, 1948, on India’s initiative, the Security Council 
sent a Commission to investigate the situation, sub- 
sequently arming it with instructions to restore peace 
and arrange for a plebiscite—objectives to which both 
India and Pakistan subscribed in principle. On January 
I, 1949, a cease-fire was achieved, and it is now over a 
year since the cease-fire line was formally marked out 
and accepted by both sides. But no progress whatever 
has proved possible in organising a plebiscite. 

The main stumbling block has been the Indian view 
that, since the Security Council demands the demilitari- 
‘ation of Kashmir before a plebiscite is held, Pakistan’s 
ttoops should start their withdrawal first and the Azad 
Kashmir forces should be disbanded. This Pakistan has 
refused to do, both on principle and in the fear that India 
would not follow suit. On the other hand, Delhi has 


protested, not without justification, that since Pakistan 
was the original aggressor in allowing and later helping 
the so-called Azad Kashmir forces to assemble, Pakistan 
clearly ought to make the first move in withdrawing. 


During the long months of complex deadlock, outside 
opinion has tended to go against India. In an 
exceedingly delicate situation such as this, bordering 
on war, it would seem no more than reasonable to 
expect military withdrawals to be simultaneous. India 
has also received a lion’s share of the blame for the lack 
of a settlement because it has in effect held the initiative,. 
because it occupies the more important parts of Kashmir, 
and because, being more powerful than Pakistan, it runs 
less risk. These criticisms of Indian tactics have been 
made on the supposition that both India and Pakistan 
accept the holding of a general plebiscite throughout 
Kashmir as a fair means of decision. What now makes the 
Indian position even less tenable is the fact that, in last 
month’s talks at Delhi, Mr Nehru apparently stiffened 
his terms and, by demanding the submission of northern 
Kashmir to Sheikh Abdullah’s government before a 
plebiscite could be held, sought to impose conditions 
Pakistan must certainly reject. The conclusion is being 
drawn in Karachi that India no longer accepts the idea 
of a general plebiscite in Kashmir. 


* 


There are, however, several important things to be 
said in defence of the Indian position. Kashmir has 
become a question of fundamental prestige to both sides ; 
yet it is clear that if the fate of every part of the state is 
to be decided by a single universal plebiscite, Kashmir 
will go to Pakistan, because it has a large Moslem 
majority. This is a risk no government in Delhi is 
prepared to accept after all that has already happened. 
Not the least of its reasons is that parts of the Jammu 
district, always predominantly Hindu, have been made 
completely Hindu by the flight of the Moslem minority ; 
there would be communal rioting in India on a very 
serious scale if these Hindus were simply turned over 
to Pakistan, most of them probably themselves becoming 
refugees as a result. This might undo the whole effect 
of the recent Minorities Agreement on Bengal. 
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The broader facts of India’s attitude are also apt to be 
lost to sight. For India, Kashmir is a test case. The 
Indians have always felt that partition of the sub- 
continent was a concession wrung from them at the last 
moment as the price of independence by the rocklike 
insistence of Mohammad Ali Jinnah ; they never really 
expected it to happen. When it did, India, which still 
contains well over four-fifths of the sub-continent’s 
population, was faced with an irritating and, as it 
felt, dangerous, situation. Pakistan has not only received 
the areas producing the two most important raw 
materials, jute and cotton, but also holds the only two 
frontiers across which the sub-continent eould con- 
ceivably be attacked, in the east and in the famous north- 
west. British military thinking in India used to be 
dominated by the North-west Frontier, and, rightly or 
wrongly, the new India is still deeply influenced by this 
climate of thought in which its staff officers were brought 
up. Yet one of Pakistan’s first acts was to let raiding 
tribesmen go marauding into Kashmir. Quite apart from 
Mr Nehru’s own ancestry in Kashmir and the fact that 
the legal ruler of Kashmir, the Maharajah—whatever his 
personal faults—did legitimately accede to India, the 
stubborn Indian claim to Kashmir springs in part from 
the undeniable fact that Pakistan stirred up the inflam- 
mable issue of the North-west Frontier within two 
months of its independence 


_ ier ones. KASHMIR 


As oclmost entirety Mosiem 
Today the truth seems to | , ‘gely Mosiem exceot for 
be that, as in Palestine under —— 
the Mandate, no solution is 
possible for Kashmir other 
than some form of partition. 
*If this is the case, then it is | ¢, Simos, enizey Mingu 
ihe attitude of Pakistan, as Mosiem exodus in 1947) 
the more opposed of the two | ++++ opproximote ceose-tire line 
to partition, that becomes 
crucial. At the next meeting 
between Mr Liaquat Ali 
Khan and Mr Nehru parti- 
tion is, nevertheless, almost 
certain to be the key issue. The Indians have been known 
for some time to be ready to consider partition. They 
might suggest that Jammu and Ladakh should be allotted 
to India and that a plebiscite should decide the issue in the 
valley of Kashmir only—presumably they would insist 
on keeping Sheikh Abdullah’s government in power 
during the process. The rest of Kashmir would go to 
Pakistan. Opinion in Pakistan, however, has hitherto 
been adamant against any partition. If in Delhi the 
Kashmir question represents an issue of principle, 
in Karachi it looks like a matter of life and death; 
any powerful enemy installed in Kashmir could 
dominate western Pakistan militarily and would have 
control of the waters of the Chenab on which Pakistani 
agriculture depends. The Jhelum could also be diverted, 
but at greater cost to the hostile power. In Kashmir, too, 
Pakistan sees at stake the whole principle of Moslem 
unity—to which it owes its own existence—and regards 
the Indian attitude as proof that many Indians still seek 
to do away with Pakistan altogether. 


In spite of all these arguments, however, partition now 
represents the best means by which Pakistan can secure 
what it most needs and wants—namely, in Kashmir, a 
large accession of power and territory on its own frontiers, 
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and, in general, peace with India. It has become 
question of sacrificing part of the object in order to obtain 
what matters most. This reality is not entirely unrecog- 
nised among Pakistani statesmen. The two most vital 
aspects of the question, therefore, are on what line a 
partition should be made and the means by which M; 
Liaquat Ali Khan and his ministers can persuade their 
people to accept it. The problem of precisely where 
partition should occur in Kashmir is closely affected by 
the distribution of Moslems and Hindus, by the present 
realities of the military positions, by the amount that 
either side could yield without drawing a devastating fire 
from public opinion, and by the grim repercussions which 
a false decision would have in creating another distressing 
and dangerous movement of refugees. On this basis 
Gilgit must inevitably go to Pakistan, some part of 
Ladakh and the now overwhelmingly Hindu parts of 
Jammu to India. The next step would be to make a pro- 
visional division of the rest of the territory along the 
cease-fire line, and then to hold a plebiscite for the Valley 
of Kashmir only. There would remain the area of 
Poonch and the rest of Jammu; Pakistan certainly 
demands the whole, but it would probably accept a 
frontier on the Chenab. 

So much for the line itself. It represents the maximum 
which in present circumstances each side can be expected 
to concede to the other, but 
as a basis for a full settle- 
ment, the fixing of a line is 
insufficient. In some areas, a 
temporary United Nations 
administration might make it 
possible to hold a plebiscite 
without a prior withdrawal 
of troops ; it might also help 
both sides to reconcile them- 
selves to the verdict. The 
agreement on _ partition 
should be combined with at 
least -provisional settlements 
of other points in dispute 
between India and Pakistan. 
Such a framework would 
enable concessions to be made in Kashmir in return 
for counter-concessions elsewhere by the other side. 
It ought to be the prelude to an Indo-Pakistan 
mutual defence pact. Only thus can the “ frontier 
question ” be exorcised. 


* 


The net result of some such settlement as this would 
be that India would surrender territory it at present 
occupies while Pakistan would give up its present claims 
to the whole of Kashmir. Neither Mr Nehru nor Mr 
Liaquat Ali Khan, if they came to such an arrangement, 
would find it easy to secure ratification. Nor should any 
outsider underrate the sacrifices involved. There is far 
too much readiness to feel that India and Pakistan ought 
simply to have their heads knocked together. But if there 
is to be an end to the friction generated between the two 
Dominions, a solution for Kashmir must be found. 
Neither side can achieve its full aim by peaceful 
means Both will use force to repel any attempt 
at_a violent settlement. For both, therefore, the 


ss solution appears to be an “ equality of discontent ” 
a 


this at least a solution based on _ partition 
seems to offer. 
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Boutique F antasque 


N various recent articles, it has been argued in these 

pages that the present prosperity of the British 
economy is not the presage of a new millennium nor 
solely the result of the wisdom and endeavour of the 
British people or their government, but that it is in fact 
merely an extension of the postwar boom throughout the 
world, and is dependent for its continuance upon the 
economic weather abroad. The toy industry is certainly 
4 miniature case in point. At the moment it is on the 
crest of the wave, producing toys of better quality and 
more variety and earning more by exporting them than 
any country has ever done before, but behind this 
achievement lie artificial conditions of international trade 
which throw a more sombre light upon the future. 


Germany was the first country to make toys com- 
mercially in the nineteenth century and its toy industry 
dominated the international market until 1939. The 
history of British toy making is the history of the attempt 
to wrest this leading position from Germany, and the 
issue is still by no means decided. At least some of the 
credit for Germany’s long pre-eminence as the world’s 
toy maker must no doubt be given to the peculiar genius 
of the Teutonic character for fantasy and Gemiitlichkeit. 
But from the first the industry was highly organised. 
In the wooded hills of Saxony and Bavaria, cottage 
workers made wooden toys on water-driven lathes, while 
whole villages specialised in narrow lines, some in animal 
figures, some in musical toys, some in doll’s furniture or 
buildings or even in those cumbersome pencil boxes 
so dear to the hearts of many generations of children. 
Wooden dolls in one district soon gave way to the stuffed 
bodies, papier maché limbs and bisque or pot faces, which 
became standard characteristics for so many years. Here 
again villages tended to specialise in various ranges of 
quality, while factories grew up to make such parts as 
wigs, eyes and shoes. Stuffed animals were a German 
speciality in the eighties, and it was the heirs of Siegfried 
who first produced the immortal teddy-bear. This 
extraordinary specialised and localised organisation has 
persisted in German toy manufacture up to the present 
day, and has resulted in an unchallenged cheapness and 
efficiency. e 

There were, it is true, some toys produced in most 
countries even before the first world war. Admirers of 
Axel Munthe will remember his essay about France 
avenging Sedan on her nursery floors, where the dainty 
Parisienne dolls drove out the clumsier German Gretchen. 
On the other hand English doll makers “‘ would not spoil 
a good doll with an English head ” and so imported heads 
from Hamburg. Heavy wheel toys were not at that time 
worth long transport, and both Britain and the United 
States developed these as a light engineering product. 
In one toy only was Germany outdone. Lead soldiers 
were produced in London in the nineties, after much 
experiment, in a hollow casting, lighter and ci.eaper than 
the solid German originals. Only after overceaning great 
prejudice could their formations invade tne British 
market (six cavalry or ten infantry for a shilling), but 
having done so they defeated their German opponents 
everywhere, even in Germany itself. They continue 
to do so even at the present time, their descendants 
having now multiplied into hundreds of regiments, corps 


and posses—though probably today’s keenest collectors 
of these miniature works of art are the children in middle 


age who have outgrown the temptation to melt them 
down in the kitchen stove. 


The years 1914-18 ended Germany’s virtual monopoly 
of the international toy trade. American and Japanese 
manufacturers fell heirs to the huge market of the United 
States, and in 1922 the raising of the United States 
tariff on toys to 70 per cent caused temporary havoc in 
the reviving German industry. America has been self 
sufficient ever since in all but the cheapest comic 
novelties from Japan and Germany—Christmas decora- 
tions, trumpets, rattles and puzzles—and a handful of 
high-quality German and British specialities. High 
prices, however, have largely kept American toys out 
of world markets. 


* 


Britain after the first war imposed a tariff of five per 
cent, later to become the twenty-five per cent in force 
today, and aided by a little national prejudice began to 
develop its own toy industry. British manufacturers 
gradually captured the British market—ten per cent of 
home consumption was British-made in 1922, about 
forty per cent in 1933 and over sixty per cent in 1938. 
Japan secured a foothold in the British market during the 
first world war and steadily enlarged it. If a celluloid 
aeroplane was marketed at sixpence the Japanese would 
copy it for another wholesaler to sell at threepence, and 
when the price of the original was halved would offer 
it to a third merchant for twopence, by which time the 
first maker would abandon that line for something fresh. 
Sometimes German firms tried to prosecute British 
importers of toys that infringed international patents, 
but so transitory is the market for a celluloid aeroplane 
or a clockwork mouse that the profit was reaped and the 
line played out before the slow processes of law could 
be mobilised. The Act of 1933 compelling foreign toys 
to be marked with their country of origin was an attempt 
—not very successful—to hamper Japanese competition 
by drawing public attention to it. 


This unscrupulous stealing of ideas was not peculiar 
to Japan. Its manufacturers stole most thoroughly, but 
it has always been a trade practice, particularly in the 
cheaper mechanical and clockwork lines known as 
** novelties,” in which English firms today are still copy- 
ing the latest German ideas. A two-shilling tin monkey 
which turns somersaults may need from two to three 
thousand pounds’ worth of machinery to produce it ; it 


.may have one crowded hour of glorious life in a single 


Christmas season and then be finished, a few survivors 
of the brief fashion languishing in dusty corners of the 
suburban stationer’s window. Moreover as soon as it 
appears it will probably be copied (if it is any good)— 
perhaps at a lower retail price. The only way to make 
it profitable, therefore, is to sell it widely and quickly : 
and the common procedure is for merchants, agents with 
wide selling contacts, or representatives of chain stores, 
to place a substantial order at the outset, partially to 
finance the tooling, and then to reap a sufficient profit 
from exclusive rights to an agreed output. On the other 
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hand, models, whether of famous engines, of cars or of 
the homely steam roller, are built with expensive 
accuracy; their trade names are generally household 
words, and once in production they stay for many years. 


In 1945 British toymakers faced a market starved of 
toys of all kinds, and the trade was a paradise for mush- 
room firms making shoddy toys and evading price 
control. In the last two years, however, the poorest toys 
bave been ousted, and at the same time the industry has 
expanded at a rate which, even allowing for greatly 
increased prices, is still impressive. There were 200 
exhibitors at the 1950 annual trade fair ; the majority are 
small firms which concentrate on particular lines— 
rubber toys, soft toys or a host of other specialisings— 
while a handful of engineering firms, whales among the 
minnows, produce trademarked mechanical and big 
wheel toys. It is said that about 20,000 people are 
employed in toymaking, but the industry is too varied 
to be défined exactly ; perambulators and bicycles are 
made for young and old, rubber, celluloid or plush toys 
are often sidelines in firms making other goods in those 
materials, while a host of carnival and fancy goods begs 
the question of what constitutes a toy. 


GroWTH OF BRITISH Toy PropucTion (£ million) 


Year 1938 Year 1949 
EE IIE Cc cchdaecenescenseerp 3.4 (aprox.) 23 
DED. 5 bic Shaw cuoteudbdvadserdeavbos 0.4 40 
POURS. incecnegiosose cguphinedatie 1.7 0.5 


Since the South African market was closed in 1948 
Australia and Canada have been the main export markets 
for British toys. The United States market for them is 
still negligible—it was worth only £165,880 worth in 
1949 ; this is due not only to the 70 per cent tariff, but 
to the ban on the promotion of foreign toys through 
trade papers and toy fairs which the American toy manu- 
facturers have enforced. As competitors in world 
markets, on the other hand, American manufacturers are 
hampered by the dollar shortage. Germany’s wooden 
toy districts and part of its doll-making district are now 
behind the iron curtain, but its metal and mechanical 
toys are already fiercely competitive—both in price and 
in imaginativeness—with those of Britain wherever they 
are allowed to be sold. Italy and France are making a 
bid for Germany’s old export markets in dolls, while 
Sweden and Holland are doing the same thing in respect 
of wooden toys, in which they have the advantage of 
plentiful supplies of good material. 


British Toy Exports: YEAR ENpED Aprit, 1950 





Exports 

{£000 as %, of 

Exported Total Output Total Output 
aa 296 1,221 24 

Soft toys other than 

ie en 152 740 21 
Wooden Toys ...... 107 1,443 7 
Metal Toys ......... 2,167 10,186 21 
Plastic Toys ...... 625 2,262 28 
BR CUTE .occciicwres 698 5,500 13 
Total, all toys 4,045 21,352 19 


It is not a welcome thought to British toy makers 
that their oldest competitors were beaten not at toy 
making but at war, and that both old and new competi- 
tors are being held at bay only as an incidental effect of 
political decisions and the general difficulties of world 
trade. The British home market is protected not only 
by a tariff but much more effectively by the system of 
import quotas which admit no American or Japanese 
toys, and hitherto very few from Germany or Belgium. 
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The new European payments agreement, however, wi] 
mean that those two countries will soon be free to 
put their good, cheap mechanical toys on the British 
market, while in any move to free international trade by 
a lowering of tariffs, British toymakers fear that their 
small industry may well be used as a bargaining counter 
when bigger issues are at stake. 


* 


Whether, given a fair field and no favour, British toys 
could hold their own against European and eventually 
against Japanese competition is not easy to guess. But 
one feature of the toys now on sale in the shops stands 
out clearly. In the name of “ quality ” toys are becoming 
progressively more elaborate and correspondingly expen- 
sive year by year, while the really cheap toys—the 
“penny bazaar” items of the prewar years—seem to 
have gone for good. Purchase tax at 33} per cent 
certainly exaggerates this impression, but even when this 
is discounted, the tendency to persuade customers to pay 
bigger prices for extra trimmings is unmistakable. 
There are certainly some toys—mainly models for 
older children—where the price of each individual toy 
is unavoidably high and the quality argument has undeni- 
able force. But for the toys of children under ten, this 
light-hearted assumption that “ nothing is too good for 
the kiddies” and that “ people don’t mind how much 
they spend if the toy is worth it” is surely a foolish 
optimism stimulated by years of shortages. 


There is, too, a great deal of muddled thinking about 
what “ quality” means in toys. The demand for toys 
is unique in that it is indirect, that is, toys are made not 
to appeal to children but to their elders and betters, and 
the snob value of showy toys has always been a hard 
commercial fact. But it is possible that parents are 
changing their ideas faster than the trade realises. Walk- 
ing crocodiles and drinking ducks, which hold a child’s 
attention for ten minutes, are not real playthings, because 
they call for no imaginative effort on the child’s part ; 
clockwork models that form no part of a larger project 
are wasted in all their elaborate verisimilitude on the 
child of eight or nine and the parent has only to buy 
one of them to realise the fact. The needs of younger 
children are not so much for elaborate miniatures of the 
real world but for the basic materials of their own active 
play and when this is realised “ quality ” should come to 
mean something very different. Durable washable dolls, 
whose limbs can be replaced and whose clothes will 
survive endless undressing, are in real demand ; yet the 
“ quality” dolls are neither durable nor always mend- 
able. A car or a tractor which shatters into brittle frag- 
ments in its first week in the nursery will command less 
support both from parents and from children than a 
simple arrangement of cotton reels. Similarly, simple 
constructional toys badly need research into more 
ingenious designs, and into lighter materials for larger 
sizes. There are in fact endless unsatisfied real needs 
in children’s toys. If British manufacturers do not pay 
careful attention to the developments of the understand- 
ing of children’s minds and habits, and at the same time 
yoke the element of fantasy and imagination which 1s 
inseparable from good toy making to the new materials 
and processes available to them, it seems more than 
probable that some foreign competitor will again take 


the lead both in foreign, and it may be even in domestic, 
markets. 
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NOTES OF THE WEEK 


The Korean Front 


About eight or nine days ago the first phase of the 
Korean campaign—a tactical withdrawal by the United 
Nations forces—came to an end. In what must have been a 
most difficult and nerve-racking operation, General Walker 
succeeded in extricating the 24th and 25th US Divisions and 
two South Korean divisions from the mountains where they 
might well have been cut to pieces and withdrawing them 
behind the Naktong river. The arrival of the rst US Marine 
Division enabled him to close the dangerous gap of the 
Chinju-Masan road where the Naktong bends eastwards 
towards Pusan, and for the last week the United Nations 
forces have presented something resembling an organised 
front. 


It was natural that the first of the North Korean blows on 
this new front should be launched from Chinju, since success 
here and the capture of Masan would have been the quickest 
way of undermining the defence of Pusan and thereby the 
safety of the whole of the United Nations positions. It has 
been met by a stiff counter attack from the Marines which 
brought them on Wednesday to within sight of Chinju, 
and reconnaissance suggests that the enemy are preparing to 
abandon pressure on this sector. The southern sector is 
not, however, the only—perhaps now not even the main— 
danger point. To roll up the United States front it is 
obviously necessary for the North Koreans to bestride the 
complex of roads which centre on Taegu, and they appear to 
be attempting this by means of two thrusts over the Naktong 
to the north and south of it, in the vicinity of Waegwan and 
in the bend of the river opposite Changnyong. Both these 
bridgeheads have so far been contained, but if there is real 
weight behind the attacks they present a very ugly threat. 
The northern bridgehead is opposite the junction of the 
1st Cavalry Division and a Korean division, and the southern 
one faces the 24th US Division, which is not only holding a 
very wide front but is extremely exhausted. 


The Nangtok river runs apparently in a fairly shallow 
bed, and without some time in which to prepare defence 
positions it seems doubtful whether it really provides an 
effective obstacle. But it is at least an obstacle of some 





kind whereas the three South Korean divisions holding the 
northern section of the front do not seem to rest on any 
kind of natural defence line. There is already a report of a 

mmunist thrust of about a brigade strength through the 
3td South Korean division to within ten miles of Pohang. 


It is clear that the main weight of the enemy torce is con- 
centrated on the American sector, and it is also clear that 
the mere pace of advance coupled with American air attacks 
has considerably reduced their striking power in any sector. 
But there is no part of the front which can as yet be 
regarded as firmly held. 


* 


This is no reason for gloom. As the accompanying map 
shows the United Nations forces are still in possession of a 
very large area. It can in fact be argued that the area over 
which General Walker has attempted to stabilise the front 
is too large and may have to be contracted to the line Taegu- 
Pohang. There is a definite limit to the frontage which 
infantry, however well equipped, can hold at night and in 
the face of an enemy skilled in infiltration. The pronounce- 
ments of armchair critics are rightly spurned by generals 
trying to fight a battle, but what the civilian can reasonably 
demand is that military and political considerations should 
not become confused. It is no longer possible to expect 
that the United Nations forces should deny South Korean 
territory to the North Koreans: that has been tried and has 
failed. The essential task now is a purely military one, to 
entrench the United Nations forces behind the strongest 
possible defence line—and the superimposing of the Tobruk 
perimeter on the map shows how a small area can be made 
impregnable by minefields under much more unfavourable 
circumstances—until reinforcements of men and material 
can arrive from the rest of the United Nations and an offen- 
sive can be launched. The fact that there are no fresh 
formations which can arrive—except for one further US 
Marine Division—from the United States or from anywhere 
else for some weeks makes it essential that the perimeter 
should be based on the most realistic assessment of what 
the forces already in Korea can reasonably be expected 
to defend. 

* * * 


Reshaping the Services 


The various pronouncements and actions of the British 
Government during the past fortnight have succeeded in 
making the public realise what it has been told often enough 
by everyone except the Government, that despite the 
large number of men in uniform Britain has virtually 
no reserve of first-line formations in any of the three services. 
To bring the Far Eastern Fleet up to battle pitch, and to 
scrape together a modest force in Britain for despatch to the 
United Nations forces in Korea, it has been necessary to 
call up part of the Fleet Reserve and the Regular Army 
Reserve, and to open recruiting for army volunteers on a 
special eighteen months basis of service. As an emergency 
measure the decision to create a special class of recruiting 
is sensible ; it would be a mistake to deplete the whole of 
the reserve since its primary function is to provide the men 
to staff new formations and training centres in the event of 
total mobilisation. But such emergency measures reveal the 
crucial weakness of British defence policy—the static system 
upon which, owing to conscription and the failure of regular 
recruiting, it is based. 


There can no longer be any question about the two chief 
priorities for the framers of the manpower policy of the 
services. The first is to raise the proportion of regulars in 
the Army and the RAF in order to create a reserve, not of 
men but of trained mobile formations. It is possible that 
the Government will manage to get through the present 
emergency by means of special measures, but it will be 
absurd, and in the end self-defeating, if every fresh outbreak 
of trouble has to be met by special appeals. Increased regular 
recruiting is a long-term policy and at long last the Govern- 
ment has decided to use the inducement of increased pay on 
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which an anouncement is shortly to be made (Mr Shinwell 
in a speech claimed this as a measure of forethought on the 
part of the Government, but in fact it is the course that has 
been urged upon him for many months by the Opposition, 
by his own back benchers and by the press). It is to be 
hoped that since a higher rate of pay will in any case form 
only a fraction of the bill for increased defence, the mcreases 
will be sufficiently spectacu!ar to make a strong impression 
on the minds of possible recruits and that they will not be 
confined, as in the past, to a casuistical juggling of allowances 
and tax concessions. 


The second and equally urgent task is to undertake a 
drastic refashioning of the military machine in order to reduce 
the non-essential manpower in the services and to increase 
the first-line strength. The pruning of the “tail” in order 
to sharpen the “teeth” of the forces was a subject on which 
Mr Churchill continually hammered the Chiefs of Staff— 
without very much effect—during the last war. Whether 
some radical reorganisation of the system of supply and 
maintenance would not reduce the number of men emp!oyed 
on third and fourth-line duties is a highly technical question, 
but there are few signs that it has even been seriously 
considered. What is certain is that at the present moment 
neither the RAF nor the Army can afford to employ a single 
man on welfare, education or administrative duties who is 
capable of taking his place in a first-line formation. 


* * * 


France’s Share 


The Atlantic Pact Powers are making, one by one, their 
replies to the United States Government’s inquiry on the 
extent and form of their defence expenditure. The British 
estimates were published last week. Belgium has announced 
increases of £35 million. The interest of the French reply 
lies not so much in the estimates it gives but in the light it 
throws upon French strategic thinking. Actual French 
expenditure will be increased to a figure of 2,000,000 million 
francs (£2,000 million) over the next three years and the 
first purpose of this new level of costs will be to enable the 
army to equip 15 new divisions. The French, however, do 
not wish this concentration upon the expansion of the army 
to be interpreted as readiness on their part to provide the 
bulk of the Atlantic Union army. The memorandum says 
bluntly: 


It is necessary for the United States and Britain to share 
in defence by stationing a sufficient number of divisions on 
the Continent. 

The British document pointed out that the effort of 
rearmament could not be carried out without considerable 
American financial assistance. The French take the thought 
further and demand not only financial fusion but a complete 
pooling of manpower and resources. 


There will be every sympathy in Britain and the United 
States with France’s insistence upon a joint effort and 
common sacrifice. Now that the French proposals bring 
Frances’s own defence contribution up to the level of its 
Anglo-Saxon partners—roughly ten per cent of the national 
income—there will be all the more readiness to listen to 
France’s plea for greater pooling in other fields of defence. 
Nevertheless, in a long effort of containment, it would be 
impossible to reach anything like parity in the provision of 
ground forces for the simple reason that the area to be 
defended lies in the homeland of France or in closely con- 
tiguous western Germany. Garrisoning duties become far 
more onerous and costly when 3,000 miles of ocean, nét a 
short train ride, separate the soldier from his home. 


& e * 
Controversies at Strasbourg 


The Council of Europe has o in an atmosphere of 
hot controversy and the on teen: versus national 


sovereignty—is likely to run like a clue through the labyrinth 
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of procedural and legal and constitutional debates. 4 
Spaak, re-elected Chairman in spite of a Dutch protest a1 his 
handling of the Belgian royal question, fired the first broad- 
side in a strong attack upon the Committee of Ministers who 
he complained, were reducing the powers of the Council to . 
point at which it might as well go home. Three issues are 
in dispute. The first is the unwillingness of the Ministers to 
agree to set up special ministerial portfolios for European 
affairs in each national government. The second concerns 
the question of unanimity in Ministerial decisions. The 
third point, which cuts most deeply towards the bone of 
national sovereignty, is the proposal that Ministers shal] be 
compelled to submit resolutions passed by the Assembly to 
the various parliaments for discussion even if the Committee 
of Ministers have not approved them. These issues, up- 
important though they may seem, are being magnified by the 
strength of federal sentiment behind them. The initiative. 
in fact, lies with those who wish to see sovereign political 
powers conferred as soon as possible upon the Council. 


In this heady atmosphere, the advocates of functional 
association have some difficulty in putting their case with the 
effectiveness it deserves. In the field of defence, for instance, 
which in 1950 has been thrown open to the Assembly’s dis- 
cussion, there is unanimous agreement upon the collective 
approach. No state claims total sovereignty in defence and 
it was British representatives—Mr Callaghan and Mr Edel- 
man—who made the strongest appeals for European military 
tunity. Unfortunately, the British have lost the opportunny 
of taking a lead in another functional field—that of European 
heavy industry. M. Schuman will present his Plan io the 
Assembly but the Labour representatives are debarred from 
supporting it and the Conservative counter-proposals are not 
calculated to appease the French and their more ardent 
federalist supporters. 


* * * 
Counter-Schuman ? 


The resolutions which have been tabled in Strasbourg 
by the British conservatives are largely the work of Mr David 
Eccles and has been signed by the seven British Conservative 
representatives taking part at Strasbourg (excluding Mr 
Churchill), by Lord Layton, by Mr Ohlin of Sweden and 
by Mr Smuitt-Ingebretsen of Norway. 


The proposals accept the chief objectives of the Schuman 
plan—the political need to reconcile France and Germany 
and the economic desirability of developing the coal and 
steel industries in common and of moving towards a [ree 
market in these products. But here much of the resemblance 
ends. Where the Conservative plan departs most radically 
from the French is in suggesting that the authority to be set 
up for coal and steel should be appointed by, and subordinate 
tO, a ministerial committee. This committee wou!d be set 
up by those members of the council of ministers of the 
Council of Europe who decided to sign a treaty linking their 
coal and steel industries. The core of the French scheme. 
as it is now evolving in the Paris discussions, is that the 
authority should possess independent powers of its own in 
certain important fields. 

A big difference also exists in the proposed make-up of the 
authority. The French want it to consist of independent 
experts, while the Conservative plan calls for a body com- 
posed of representatives of employers, trade unions and con- 
sumers presided over by an independent chairman. Maore- 
over, under the Conservative scheme, each government would 
have during the first five years what amounts to a veto ove! 
any decisions taken by the authority that might injure ts 
“basic economic, social or strategic policy.” A member 
could also withdraw from the committee and the authority 
by giving twelve months’ notice or be expelled by a two 
thirds vote. 

Other features of the Conservative plan include the 
development of a common export policy for markets outside 
Europe and the supervision by the authority of a common 
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price policy for coal and steel which will aim at charging 
the same prices at the pit-head or ex-works to all buyers. 
Such a price policy, however, should result in a levelling up 
of wages rather than any lowering of living standards. The 
Conservative scheme follows the French plan in permitting 
the authority to impose a levy on industries which benefit 
from rationalisation in order to assist those who may suffer. 
It is clear also that the authority would be given some say in 
matters of production and investment plans. 


The Conservatives are undoubtedly sincere in their efforts 
to find a constructive method of associating. Britain with 
the Schuman plan and they have made a genuine effort to 
conciliate the different views of the parties within their own 
country. But it is already plain from the French reaction 
that this particular effort is not likely to be generally 
acceptable on the Continent, It offers very few concessions 
to the French desire for pooling sovereignties, nor does it 
shed any light on the economic policies that could be pursued 
by an authority, whatever its powers. 


* * a 


Houses and Rearmament 


The housing returns for the second quarter of 1950* 
show that for the last eighteen months the output of houses 
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has stabilised at an annual rate of about 200,000, and that 
the number under construction has risen by only about 6 per 
cent over the same period. This stability should have removed 
the obstructions to higher productivity and the speedier com- 
pletion of houses which resulted from the earlier fluctuations 
in housing policy, but the signs of improvement in pro- 
ductivity are as yet hard to discern. 


While it may seem absurd to go on building new houses 
when the possibility that they may all be knocked flat again 
can no longer be excluded, it is obvious that a programme 
of 200,000 houses a year is about the minimum to which 
the government will permit the housing programme to 
fall in conditions short of actual war. The rearmament 
Programme is unlikely seriously to infringe on the raw 
materials or the labour needed for house building, at least 
for some time to come. On the other hand, an extensive 
Programme of factory building or conversion, or of defen- 
sive works, would undoubtedly compete directly with the 
More marginal forms of construction, such as schools and 
offices. Even so, the amount of unused camp and factory 
space in the country suggests that the dislocation of building 
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for civil purposes would be nothing like as severe as in 
the early years of the last war. 


The housing returns also give figures of the numbers of 
houses being built in the new towns. They are not encour- 
aging and underline the concern expressed by the London 
County Council last week in a report on the movements of 
population to new and expanded towns. Building sites within 
the LCC area are nearly exhausted, and it is expected that 
the natural increase of population, excluding immigration, 
will by 1962 bring the population of inner London to 340,000 
over the desirable figure of 3,160,000. Middlesex is another 
of the authorities which is overcrowded, and is anxious to 
disgorge 200,000 persons. The new and expanded towns 
were intended to take this overspill population, but so far, 
in all the new towns together, there are only 1,368 houses 
under construction and a mere 263 completed. At this rate 
of building the new towns will provide no solution either 
to the problem of overcrowding or to that of strategic 
dispersal, 


* ” * 


Chips off the Block 


Mr Raymond Blackburn, the Labour member for 
Northfield, has announced his decision to leave the Labour 
party and to sit as an Independent, since in his view the 
gravity of the international situation necessitates 
a coalition under Mr Churchill. While resignation 
from one of the two main parties who could form 
a coalition may seem an odd way of promoting 
one, it is certain that if any member was likely 
to adopt this kind of tactics it would be Mr 
Blackburn, for his political career which began in 
1945 has followed a curiously quixotic course. 
At times it has seemed that only his greater dis- 
like of the Conservatives has restrained him from 
expressing his contempt for his own party. Whether 
a coalition is a practicable possibility or not, it 
is certain that Mr Blackburn’s views are not share 
by many of his colleagues on the Labour back 
benches. His resignation will reduce the govern- 
ment’s majority over all others from four to three. 
Although his right to sit in the present Parlia- 
30 ment cannot be challenged, it is likely that he 
will be under the very strongest pressure to present 
himself for re-election. A by-election in a marginal 
10 constituency at this stage would be most interesting 
in showing whether the government is gaining or 
losing support as a result of the new defence 
programme. 


There has also been a minor disturbance on the 
other side of the massive mountain of the Labour party. Mc 
Ellis Smith and Mr Fenner Brockway, two back benchers of 
the left, have resigned from an organisation known as the 
Socialist Fellowship since they felt unable to sign a resolution 
demanding the end of colonial rule and condemning the action 
of the United States and Britain in Korea. Mr Ellis Smith 
was one of the guiding spirits in founding the Fellowship 
last year, and it showed initially a certain amount of promise, 
not as an organisation that would either talk sense or 
influence the mass of the Labour party, but as a forum 
for idealists in the party. It now appears, like so many other 
idealist organisations, to have been captured by emissarics 
from the Communist party, and Mr Smith and Mr Brockway 
not anxious presumably to go the way of Mr Zilliacus or 
Mr Solley, have withdrawn just in time. 


* ” * 


Mr Lie Speaks Out 


Mc Trygve Lie, who has sometimes in the past tried too 
hard to appease all comers, has now begun to speak as the 
Secretary-General of a world organisation should speak: 
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authoritatively and with decision. He will not hesitate, he 
said at a press conference this week, to call a special meeting 
oi the Assembly at twenty-four hours’ notice should a new 
emergency or a new aggression occur. He is of opinion 
that he is in a position to set aside the rule prescribing 
longer notice. The difference between tackling an emergency 
in the Assembly and doing so in the Security Council is that 
whereas in the latter a great power can use the veto to give 
covert support to an aggressor, in the former all decisions of 
substance are taken upon a two-thirds majority vote. 


The same new note of confidence and determination— 
determination provoked by Russia, confidence imparted by 
the backing of the United States—is noteworthy in the 
presentation of Mr Lie’s Annual Report on the work of the 
United Nations from July 1949 to June 1950. Since the 
month during which this was printed—July, 1950—was one 
in which ink, however new and damp, was out of date before 
it reached the eye, the most interesting part of his report is 
its covering document, which is dated August 2nd. Here 
Mr Lie sets out a few basic facts about the state of the world 
which, although they are obvious, are expressed with a vigour 
and candour that is rare in international documents. 
“ Collective security as it is envisaged in the Charter,” says 
Mr Lie, “ cannot be created until an end is put to the conflicts 
for power and position resulting from the defeat of Germany 
and Japan.” To restore the task of peacemaking to per- 
spective and effectiveness, a new effort has to be made to 
get the policy-makers of the Big Five once more to meet 
round a table and thereafter to meet periodically. Regional 
alternatives to collective security are at best interim measures. 
Nevertheless, Mr Lie had been going to add at the Mansion 
House on July 3rd, and in fact said at Lake Success last 
Monday, that pending the establishment of collective security 
under the Charter, “members should look to their own 
defence and form such bilateral and multilateral associations 
as would in their opinion strengthen their security.” 


Unhappily for Mr Lie—and for the world—the issues 
upon which disagreement between the great powers has so 
far proved radical make up the entire agenda of any possible 
Five Power meeting, and to call them the Ten Point Twenty 
Year Peace Programme does not make them any less intrac- 
table. Moreover, as Mr Lie is the first to admit, a settlement 
in Korea takes precedence over any such programme. For 
without that, the Security Council has been flouted, and his 
whole Organisation undone. 


Indeed, in the light of Korea, the list of achievements set 
out in the Secretary-General’s report seems very small. 
Some of them, however, are genuine achievements ; others 
are not. Among the first must be classed the part played 
by Uno in the creation of the United States of Indonesia, 
in keeping the Kashmir dispute from flaring into war, in 
launching a $20 million programme of technical assistance 
10 under-developed areas. Among the latter must be ranked 
the decision to make Libya independent in two years, the 
total failure to agree over Eritrea and the drafting of a 
Covenant of Human Rights which few lawyers think 
operable. It remains to be seen what the Organisation can 
do to implement the advisory opinion of the International 
Court of Justice reaffirming the principle of international 
responsibility for South West Africa. 


In running expenses paid out of members’ contributions, 
the United Nations costs the world under $50 million a 
year. Total expenses for 1950 were approved at $49,641,773 
and for 1951 are estimated at $45,450,800. At this rate, the 
cost is approximately one-tenth of that paid annually by the 
United States Government to run the Department of State 
and its representation abroad. Even though Uno’s works 
have not everywhere captured the public imagination, it must 
be acknowledged to be worth its weight in dollars. A world- 
wide forum would be worth preserving even at a higher 
cost, provided that the price paid were not that of Russian 
dictation. 
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Trouble in Denmark 


The Social Democrat minority government in Denmark 
which, under Mr Hedtoft, has held office since November 
1947, resigned on Wednesday morning. New elections 
will be held on September §th and meanwhile Mr Hedtoft 
carries on. His resignation follows the introduction at an 
emergency session of the Rigsdag of measures designed to 
deal with two major problems—defence and an unsatisfactory 
balance of payments. It was the country’s economic position 
which caused the extraordinary session to be called. Denmark 
has consistently shown a deficiency in its foreign payments. 
Devaluation has helped little and certainly less than expected, 
The entry into operation of the European Payments Union 
at the beginning of August seemed likely to aggravate this 
state of affairs (which a very high standard of living at home 
does not help to improve). When, however, parliament met 
it also had to study Denmark’s reply to the American request 
for information on possible increases in its defence prepara- 
tions. They involve an additional expenditure of 350 million 
kroner a year—about 3.6 per cent of the Danish national 
income. This is not an impressive figure when set against the 
efforts of other countries and the need for the complete 
re-equipment of the Danish forces, but extra money has 
nevertheless to be raised and special defence taxes were 
therefore proposed. These involve a special tax on incomes 
over 10,000 kroner (about £500), heavier taxes on petrol, 
motor cars, tobacco, wines and so forth. Behind the taxes 
lay the further aim of diverting consumption from goods 


which involve expenditure of foreign currencies to those 
which do not. 


There was general acceptance of the need for this 
extra though unwelcome expenditure, but the nature of the 
government’s proposals was not acceptable. As Mr Heditoft 
remarked in announcing his government’s resignation, it was 
the form rather than the contents of these new measures 
which caused the dispute. In general the opposition maintains 
that the incidence of these new burdens falls unfairly and 
to some extent favours the Social Democrat supporters. 
Although the government has resigned there is little doubt 
that the money for its new proposals will eventually be 
forthcoming, but it will not be raised in the form originally 
proposed. The exact form will be decided by the new 
government which is to be elected in September. 


t * a 


More Health Service Economies 


Further small economies have been made in the health 
service. In themselves they amount to very little, but they 
are significant as showing the stricter attitude of the Ministry 
of Health towards abuses of the service of public and prac- 
titioners alike. Hospital staffs have been asked to economise 
in the use of drugs and dressings and X-rays. General 
practitioners themselves have now been given guidance 
through a committee of the Central Health Services Council 
on what constitutes a toilet preparation rather than a drug 


and should not therefore be prescribed under the health 
service. 


Another abuse is to be stopped by the introduction of a 
means test before patients’ travelling expenses to hospitals 
are paid for them. Patients whose condition prevents them 
from using public transport will still be carried free of charge 
by ambulance or by the hospital car service if it is authorised 
by a doctor. Other people have hitherto had their public 
transport fares—and sometimes even their taxi fares— 
reimbursed if their journey to hospital exceeded a certain 
distance or had to be undertaken frequently. From Septem- 
ber 1, however, their fares will be paid only if the Assistance 
Board is satisfied that they would otherwise suffer financial 
hardship. Taxi fares will no longer be paia. 


A more far-reaching attempt to control expenditure on the 
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health service is the introduction from April 1st of this year 
of a uniform costing system throughout the. hospital service. 
This is not intended to be the advanced costing system that 
will probably be required eventually if true comparisons 
of costs between the different departments of hospitals and 
between similar types of hospital are to be made possible. 
At present, research into advanced costing is being under- 
taken in certain hospitals. But additional staff would be 
needed for such a system to be generally applied, and the 
Ministry of Health’s proposals are in essence an elaboration 
of the original system of classifying expenditure under various 
heads of account; notional allowances are, however, to be 
made to eliminate the distorting influence of out-patients and 
of vacant beds. These cost statements are to be submitted 
annually by management committees to their regional boards 
and a summary is to be submitted by the boards to the 
Ministry. Apparently, however, the individual statements are 
not to be published either locally or in a return to Parlia- 
ment. Yet it would be a most effective stimulus to hospital 
administrators to keep a close watch on expenditure if they 
knew that comparisons could be drawn between the costs of 
their group of hospitals and those of another. Publication of 
their accounts as soon as they are compiled ought to be 
encouraged, not suppressed. 


Filipino Troops for Korea 


The Republic of the Philippines has now, after some 
initial hesitation, followed the example of Jurkey and Siam 
by promising a military contingent for service with the 
United Nations forces in Korea. It would indeed have been 
remarkable if a country linked to America by special strategic 
and economic ties were to have stayed out of the conflict after 
President Truman had coupled his declaration on Korea with 
an assurance of increased American aid and support for the 
Philippines. But it was somewhat awkward for the republic 
to be called on for troops to fight against Communist aggres- 
sion in Korea, because the Philippine army has for some 
time had its hands full with fighting against Communist 
guerrilla revolt at home, and the critical state of the Republic’s 
finances makes the expense of a foreign expedition a serious 
matter even if American financial aid is to be increased. 


The budgetary troubles of the Philippines and their un- 
favourable balance of trade (which springs from the failure 
to restore export production since the war) could probably be 
overcome by American capital investment and by improved 
administration. In their desire not to encroach on the 
sovereignty ceded to the republic in 1946, the Americans 
have been reluctant to apply pressure for a reform of the 
improvident and extravagant habits of the Philippine Govern- 
ment, but recently they have been more inclined to review 
Philippine expenditure of dollar aid and an American mission 
under Mr Daniel Bell is now visiting the islands and studying 
their economic situation. More intractable is the problem 
of how to induce a Philippine Government closely connected 
with a powerful landowning class to adopt measures of 
agrarian reform sufficient to detach peasant support from the 
dangerous rebel movement of the Huks. The leader of this 
revolt, known as the Huk Supremo, is a Communist, and 
Russian eulogies of his fight against “‘ American imperialism 
and its puppets ” show that high hopes are reposed in him 
by Moscow. In the mountains and forests of northern 
Luzon the Huks have so far defied the efforts of Government 
troops to suppress them, and in the Philippines, as elsewhere 
in the east, there have been signs of a belief that Russia is 
invincible and that it is politically wise to reinsure with 
Russia’s protégés. 


One of the reasons for President Truman’s decision to 
Protect Formosa against a Chinese Communist invasion may 
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well have been a warning of the disastrous morai etfect which 
the fall of neighbouring Formosa would have in the Philip- 
pines, combined with the fact that geographically it would 
be a half-way station for supplies from China to the Huks on 
the mountainous northern and eastern coasts of Luzon. The 
American naval protection of Formosa will be indirectly of 
great advantage to the Philippines, but it should be accom- 
panied by firm, friendly advice to the Philippine Government 
to adopt speedily internal reforms which are long overdue. 


*« * * 


The Churches under Communist Attack 


Throughout eastern Europe the Communist attacks on 
the Christian churches continue to be pressed with unrelent- 
ing vigour and to provide convincing evidence of the 
impossibility of any real compromise between Christianity and 
Communism. The last representative of the Vatican amongst 
the Soviet satellites, the Papal Nuncio in Bucharest, was 
expelled at the beginning of July for alleged espionage. In 
Czechoslovakia a steady stream of propaganda seeks to divide 
the parish clergy from the Catholic bishops ; and Archbishop 
Beran remains a prisoner in his palace while rumours of his 
forthcoming public trial circulate with increasing persistence. 


In Hungary negotiations between representatives of the 
Government and the Catholic Church have been going on 
intermittently since the end of June. The Government would 
probably like them to lead to an agreement similar to the one 
signed by the Polish Government and episcopate last April. 
This agreement, which was never approved by the Vatican, 
placed the Catholic Church in Poland completely under the 
thumb of the Communist state. The Church, for instance, 
can carry on its charitable activities and religious teaching— 
but only “within the existing laws.” But even after this 
surrender the Polish bishops have not been left in peace. 
Their reluctance to sign the Stockholm “ peace appeal” 
unleashed a violent and widespread propaganda attack which 
finally led them to give way. 


But the virulence of a recent press attack on certain of the 
Hungarian bishops indicates that the Hungarian Government 
will not get an agreement on the Polish model. It is more 
probable that a schismatic pro-Communist Catholic organisa- 
tion will be formed on the lines of the Czech Catholic Action. 
Last week a conference of Catholic priests and monks 
(organised, no doubt, to put pressure on the recalcitrant 
bishops) expressed their ardent desire for a successful con- 
clusion to the present negotiations between the bishops and 
their government as well as their loyalty to the “ people’s 
democratic state” of Hungary. 


* 


It is more than likely that the churches in Soviet Germany 
will also be subjected to increasing attacks. Ideological 
reasons apart, the east German Communist leaders are 
anxious to raise their stock in the Kremlin, which still seems 
to be uncomfortably low. For months past both Cardinal 
Preysing, the Roman Catholic bishop of Berlin, and Dr 
Dibelius, the Evangelical bishop, have made repeated and 
quite fruitless attempts to stop the constant anti-Christian 
propaganda, not only in the press but in the schools as well. 
The refusal of most of the clergy to have anything to do with 
the Communist-dominated National Front has released a 
furious flood of disapproval culminating in a violent personal 
attack on Dr Dibelius by Herr Grotewohl at the recent SED 
congress. But the Protestant Church has countered this 
attack by asserting its complete confidence in Dr Dibelius, 
and both Protestants and Catholics have boldly joined in 
condemning the attempt—in the words of the Catholic state- 
ment—to make them “ join committees and campaigns which 
use the name of peace but serve political purposes.” 














308 


Spain Still Waits 


Last week the United States Senate voted $100 million 
for military aid to Spain, tying this contribution into the 
new military aid programme for Europe. Some gesture of 
this kind has now become an annual affair, and has its origins 
as much in internal American politics as in any clear desire 
to help General Franco. As on previous occasions the new 
aid has been opposed by the State Department ; it has got 
no further than the Senate vote. Questioned on American 
policy to Spain, Mr Acheson later indicated that “ our basic 
objective with regard to Spain is its inclusion in the West 
European community, but it seems unlikely that Spain will 
be accepted by a majority of its neighbours unless and until 
there is a perceptible evolution towards democracy within 
Spain.” 

This wise definition may not preclude the United States 
from voting for a return of ambassadors to Madrid when 
the question of Spain again comes up in the United Nations 
Assembly, as it is expected to do this autumn. In last year’s 
vote, those who wished to restore diplomatic representation 
to Spain were only just defeated ; now they may probably 
squeeze their resolution through. There is no reason to 
cavil with this decision if it is reached, since the inconvenience 
and ineffectiveness of removing the ambassadors has become 
apparent to all during the last four years. 


It should not, however, be assumed that such a step is 
a prelude to any closer association of Spain with the Atlantic 
community. It is true that as the issues between Communist 
imperialism and western civilisation become deeper and 
clearer, there is everything to be said for bringing the Spanish 
people back into normal relationship with the western com- 
munity. But nothing has happened during the past twelve 
months to diminish the force of the old argument that this 
cannot be done while General Franco’s present regime re- 
mains in power. His name, if closely associated with the 
Atlantic Pact or Marshall aid, would still be a liability. 
. Spanish association with other western powers must cause 
a dangerous dismay to all those members of the Left in 
Europe whose contribution to the fight against Communism 
remains exceedingly valuable. And, if this risk is to be 
forced on an unwilling Europe for military reasons, fear that 
the Pyrenees and not the Rhine or Elbe will, after all, be the 
basic western defence line will undermine the moral effect 
of the Atlantic Pact. 


* * * 


«“ Enemies of the People ” in Hungary 


No political fallacy of recent times has been harder to 
eradicate or more disastrous in its consequences than the 
conviction of so many European socialist and trade-union 
leaders that. it is possible to co-operate politically with Com- 
munists in power without total submission to them. In the 
long list of pro-Communist collaborators since the war, which 
includes the names of Fierlinger, Grotewohl, Cyrankiewicz, 
Szakasits and Nenni, there have doubtless been some who 
were “cryptos,” that is to say, persons of genuine Com- 
munist conviction who would have openly joined the Com- 
munist party, but accepted the orders of the Communist 
jeadership that they should remain in their Socialist party 
and disrupt it from within. But a much greater number 
have been men who under the influence of slogans of “ work- 
ing-class unity” or “ anti-fascism” have suffered from the 
delusion that they can form a coalition with Communists 
and still retain their political independence, as if under parlia- 
mentary rule. But in every case where governmental power 
has been obtained by the Communists, such leaders have in 
the end either submitted absolutely to Communist dictation 
or been eliminated from political life, with or without im- 
prisonment in addition. 


In Hungary it is now the turn of the trade unions to be 
subjected to the purgative zeal of the Communists and their 
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henchmen, and there has been a wave of persecution directed 
against “ right-wing Social Democrats and enemies of the 
people,” who are charged with encouraging opposition amons 
the workers to the new production norms decreed by the 
government with effect from July 31st. The government, 
aim is to increase production by setting higher norms jp 
industries where workers “ through lack of effort” have not 
achieved what is regarded as satisfactory vutput. The 
Hungarian radio explains that the decree is not aimed at 
lowering wages and that, “ if there is a fall in wages, it wil] 
be temporary only.” It seems, however, that not all Hun- 
garian workers are enthusiastic about this measure, for 
although the press has declared that “ the wish of the workers 
expressed in thousands of letters and speeches has now been 
realised,” the wicked right-wing Social Democrats are 
accused of trying to “loosen” the norms by “ playing upon 
the views of the more backward elements in the working 
class.” 


In other words, there are still Hungarian workers who cling 
to the old-fashioned idea that one of the functions of a trade 
union is to protect its members against wage-cuts and have 
not yet grasped the principle that under a Communist regime 
a trade union is primarily an instrument for getting more 
work for less pay whenever the government requires it. Such 
a misapprehension of the nature of the workers’ state—which 
the propaganda of the Communists themselves before they 
obtain power never does anything to remove—obviously 
cannot be allowed to continue, and “ every honest worker ” 
is ordered to stand on guard against “ any attempt made by 
the enemy to prevent the correct working of the new decree.” 
Meanwhile police arrests continue to reduce the number of 


former Hungarian Socialists who have retained minds and 
wills of their own. 










Science and the Community 


The men of science have met this year at Edinburgh 
under the presidency of Sir David Brewster. He opened 
the proceedings on Wednesday week by an admirable 
discourse, which requires only to be read to be generally 
admired. Our space and our peculiar pursuits forbid us 
to give even the briefest abstract of its contents, or to take 
much notice of the proceedings of the Association ; but 
Sir David refers to one subject, which our especial voca- 
tion will not allow us to pass by in silence. He proposes 
to take science into the pay of the State, as is done in 
France, and so provide by regulations for the advancement 
of knowledge. .. . On such a question we cannot concede 
that scientific men are the most impartial or the most 
correct judges. It is, indeed, generally, if tacitly, assumed 
that individuals of a particular class or calling—farmers, 
bankers, shipowners, etc.—because they necessarily know 
their own business better than other men, know also what 
legislation is most appropriate for it. The assumption 
might be correct if the action of the State, when evoked, 
could be limited to the business to which the law 
nominally applies. But this is impossible; and the 
interests of all classes are so linked in one with another 
that every law, though called a Corn-law, a Bank Regu- 
lating Act, or a Factory Act, affects, in some way 0! 
another, the whole community, . . . Because laws and 
regulations affect interests beyond their nominal 
boundaries, the particular class whose objects they are 
intended to serve are perhaps the very last class which 
should be consulted. . . . Agriculturists, in demanding or 
supporting a corn-law, see only the increased price they 
anticipate for their produce ; and philosophers, in demand- 
ing the patronage and protection of the State, think 
chiefly of the advancement and glory of science, which 
they presume will be the consequence. 


The Economist 


August 10, 1850 
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“PUBLIC” AND PRIVATE 
MONTHS AGO we invited you to “ Meet the Family”. By now you are on terms 


with the family name — Associated Electrical Industries or A.E.I. to family 
friends. But each member carries a proud name of its own — “ B.T.H.”, 


* Metrovick ” and the others listed below. 


II 


Family feeling is not made by formula. It is made by behaviour. A.E.L is a 


happy family. A family has relations. We have heard perhaps too much of 





“public” relations. A.E.1. culti- 


vates private relations as well — WHAT DOES IT ADD UP TO? 


Relations 


confidence and continuity in 
=o Annual output £50,000,000 
== management, in the works, in the winectiasatisssenunsaimenuadaie a oa 
| . is , 2 Amount spent on 
sales force, in research. As for public ieuaiaipareieroeil £1,000,000 
| relations, it has had its ticket writtea Sq ; on ee - a emer 
| Square feet occupi 
by research 600,000 


by an unknown reader of these ad- 


vertisements. Let him speak for Men and women in 18.000 
largest factory . 


himself, about us, to you. 





Men and women in 
smallest factory 100 


Total number of 
employees | 53,000 


The debt you owe the A.E.L slats neaeuteae 


Nor speak with emphasis undue 
Of what the A.E.L.0.U. AE | 
It all adds up to 


Thank you, Sir! 


Let not your self-esteem deny 





Associated Electrical Industries 


The Hotpoint Electric Appliance Co. Ltd. 
International Refrigerator Co. Ltd. 
Premier Electric Heaters Ltd. 

Newton Victor Ltd. 


The British Thomson-Houston Co. Ltd. 
Metropolitan-Vickers Electrical Co. Ltd. 
The Edison Swan Electric Co. Ltd. 
Ferguson Pailin Ltd. 
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Saint itt 

T testa itt ttt 

Hi tat tt 
me Tt 


just grunt; pole-vaulters gasp; motor-racers 
skis with the wind in your teeth. On the other 
often keep up a stream of encouraging noises; the brotherhood of the ruck- 
sack greet Wordsworth’s daffodils ; small-boat specialists use terrible nautical 
words; while shooting-stick sitters are natural natterers. 

Have we lost track of T.1.? Not on your life. Every single sport mentioned here 
owes some of its keenest equipment to TJ, enterprise. 


THE SURNAME OF A THOUSAND THINGS 


AES LLG LTTE il 


a 





>a ge ge gle 










LL A At B 


Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency in 
Catesby Office Furnishings and we offer you 
ourfull experience and tradition of service. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBYS 


LIMITED 
64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 





The Chatwood Fireproof Safe 
Cabinet is available in 4 sizes 
with many types of internal 
fittings to choose from. 


CHA 


For protection 
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\ DO SPORTSMEN TALK T.l. 


















Do sportsmen talk? Fishermen are silent till the King’s Arms open; 
archers and golfers frown at so much as a hiccup; javelin-throwers 


Did you know 
that 43% of Firms 
who lose their records 
by fire never re-open? 


TWOOD, 
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mutter; and you can’t chat on 
hand, squash and tennis players 


The letters TJ. stand for Tube 
Investments Ltd., of The Adelphi, 
London, W.C.2 (Trafalgar 5633). 
They also stand for the thirty pro- 
ducing companies of the TI. Group, 
whose specialist skills are co- 
ordinated in the general field of 
light engineering. 


Records of customers, records of sales - 
these are the life-blood of any business, 
and no Insurance Company can con 
pensate for their loss. Complete burglar- 
proof protection may not be necessary, 
but a Chatwood Fireproof Safe Cabinet 
will give your records protection against 
fire and petty-pilfering. For your own 
peace of mind why not write 
for further particulars. 


against fire and thief 


THE CHATWOOD SAFE @ ENGINEERING COMPANY LIMITED, SBRBWS5U** 
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Letters to the Editor 


School Leaving Age 


Sir—In your leading article, The 
Cost of Defence, of July 29th, you 
point out that the Government 
obviously do not believe that any prob- 
able increase in productivity can pro- 
vide the additional needs of defence 
and you rightly say, “ The next ques- 
tion is obviously to ask what, then, 
should be cut down ?” I would reply, 
the school leaving age. I suggest that 
to do so would make a large positive 
and negative contribution to meeting 
our economic difficulties with a mini- 
mum of social inconvenience and per- 
haps with definite educational benefit. 


The easiest way to increase produc- 
tion would be to increase the labour 
force. But since the British popula- 
tion of working age is stable, any of 
the needed increases in our armed forces 
can only mean a reduction in the 
number of those in industry. Faced at 
this moment with the need for greatly 
increased production and a danger of 
reduced manpower in industry, it 
would therefore be peculiarly opportune 
at this moment to double the juvenile 
recruits to industry. That would be 
a positive contribution to our economic 
problem, 


At the present time much labour and 
material is being used to provide the 
additional school places required to deal 
with the coming “ bulge ” in the school 
population. The wartime and postwar 
increase in the birthrate reached its 
peak in 1947 and the fall since then 
has been so rapid and so steady as to 
suggest a return to the prewar level or, 
for reasons I need not elaborate, to one 
lower still. It is therefore extravagance 
to provide places which will not be 
needed after the “ bulge” has passed. 
To reduce the demands made upon the 
building industry by education would 


be a valuable negative contribution to 
our problem. 


The desperate efforts now being 
made to increase the teaching staffs to 
cope with the “bulge” can only add 
to the difficulties of the forces and 
industry in finding the right type of 
men and women for their key positions. 
If a return to the old school leaving age 
were made, any additional recruitment 
to the teaching profession wovid enable 


something to be done to reduce the size 
of classes. 


I fear that the Government will resist 
this Proposal because it might appear 
to be going back upon a policy already 
adopted. The argument will also te 
used that if a reform is once abandoned, 
i can never be restored. Such an 
‘rgument is akin to that ased when the 
change was made in 1946: “If you do 
hot do it now, you will aever do it.” 
{ ts obviously not true to say that 
use a good deed is not done at the 
Wrong time, it will not be done at the 
- ume. We have unfortunately to 
_ new difficulties and some steps 
must be taken to divert our resources 
(0 defence if we are not to suffer the 





worse evils of inflation. — Yours 
faithfully, HuGH Mo.son 
The House of Commons 


Western Policy 


Sir,—Without question, the swift and 
determined intervention of the United 
States, with the support of the majority 
of the United Nations, is immensely 
encouraging, for, without it, all nations 
would sooner or later come under Com- 
munist control. But there is a grave 
danger that American intervention may 
play into Soviet hands, partly because 
the United States has not yet worked 
out a clear Asian policy, and partly 
because the leaders of policy and opinion 
seem to draw too mechanical compari- 
sons between Fascist aggression in pre- 
war Europe and Communist aggression 
in postwar Asia. To come to the aid 
of Abyssinia, Spain, or Czechoslovakia 
would have meant not only a warning 
to would-be aggressors, but also support 
for peoples and governments which had 
overwhelming or substantial popular 
support. In Europe today, Communism 
can only succeed by force. The majority 
of the people, including the organised 
working class, oppose it because they 
have much to lose and nothing to gain 
by it. But in Asia, Communism is still 
able to enlist the formidable twin forces 
of nationalism and social discontent. In 
China, Korea, and Indo-China, the 
Communists fight with national armies, 
supported only by Russian weapons, 
advice, and instructors. But the western 
powers must largely fight the battle of 
the governments which they support, 
and they are compelled to do so under 
the most unfavourable geographical and 
strategic conditions. It would be a 
tragedy if emergency deflected the 
western democracies from a calm policy, 
conscious of the limitations of western 
power, and guided by a clear scale of 
priorities. ; 

I submit that such a policy must face 
the abandonment of all those parts and 
governments of Asia where the western 
powers would have to bear the whole 
burden of intervention, and defend 
governments which would have the 
double stigma of being identified with 
foreign intervention and social reaction. 
Surely the preservation of non-Com- 
munist Europe must still be the first 
priority, and its defence implies that of 
the oil centres of the Middle East, and 
of the Mediterranean. Thanks largely to 
the wisdom of British policy, the 
western democracies have at this 
moment still the friendly though hesitant 
support of the governments of India, 
Pakistan, and Indonesia (perhaps also of 
Burma). All of them have gained their 
freedom by agreement, and represent 
progressive non-Communist _ policies. 
To keep them on the side of the west 
is vital. They represent at present the 
other Asia, that part which has reason to 
believe in emancipation and progress 
through collaboration with democracies. 
This collaboration—as the hesitant 


policy of India already shows—will be 
greatly endangered if western policy 


continues to support discredited regimes. 
—Yours faithfully, W. FRIEDMANN 
Carlton, N.3, Victoria, Australia. 


Income Tax Reform 


Sir,—Nothing ought to be written on 
the subject of income tax reform with- 
out a tribute to the pioneer work of 
Lady Rhys-Williams, and the author of 
the article under this title which 
appeared in your issue of August 5th 
very properly made reference to her 
proposals. He might perhaps have gone 
further and mentioned the report of a 
committee set up by the Liberal Party 
which appeared in March of this year 
and which has the approval of Lady 
Rhys-Williams. 

In this report, entitled “Reform of 
Income Tax and Social Security Pay- 
ments,” some of the difficulties to which 
your contributor refers are dealt with, 
even if they are not solved. Certainly 
6s. 8d. is an intimidating rate of tax; 
but equally it is not easy to see how 
it can be substantially reduced if the 
present high level of Government 
expenditure is to be maintained. 

As chairman of the committee which 
produced the report, I can testify that 
we attempted almost every conceivable 
variation between adequate “ social 
security” and the avoidance of an in- 
tolerable rate of tax to finance it. We 
ultimately proposed a flat rate of §5 
on earned income (6s. on unearned) 
with supplementary taxes on incomes 
above £600. 

Your contributor is of opinion that 
there is “ no straining after pure equity ” 
in Lady Rhys-Williams’s scheme, but 
that it “pursues the other alternative 
of simplicity.” It seems to me that 
it pursues both aims. Any committee 
—and the same will be true of the pro- 
posed Royal Commission—will be faced 
with impossible dilemmas: security or 
incentive ; rough justice or equity ? 
Equity (a vague term even in Law) has 
been long neglected in income tax 
methods. This fact is one of the first to 
become glaringly apparent when an 
attempt is made to “ simplify ” taxation. 

The truth is that the present systems 
of income tax and social security do 
not even attempt to secure equity. It 
is convenient to impose penal taxation 
on all incomes above the mediocre, but 
it is not equitable. 

There is no end to the difficulties 
which face the reformer, and among the 
chief of them is the notion that there 
is something “ natural” about the pre- 
sent formula. A scheme which produces 
simplicity in. collection, abolishes 
stamped cards and PAYE coding, 
favours the family man, and still does 
not depart too strikingly from the 
accepted formula, is worth attention. 
Real simplicity and real equity, how- 
ever, will not come until old notions of 
“soaking the rich” have been for- 
gotten ; and an “incentive” rate of tax 
will not be achieved while Government 
demands remain so high and popular 
thought runs in the channel of “ some- 
thing for nothing.”—Yours faithfully, 

178, Cromwell Road. Guy Naytor 
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Books and Publications 


Disarmament Fails 


Documents on British Foreign Policy, 1919-1939. Edited by E. L. Woodward and 
Rohan Butler, assisted by Margaret Lambert. Second Series, Vol. IV, 1932-1933. 


H.M.S.O. §6§ pages. 2$s. 


This volume, covering the period from 
June, 1932, to March, 1933, is devoted 
to the rise of the Nazis to power in 
Germany and the collapse of the Dis- 
armament Conference into total failure. 
The third major topic of the time—the 
development of the Far Eastern crisis— 
is being reserved for later volumes in 
the series. 


The two chapters on the German 
domestic crisis contain an almost com- 
plete sequence of the telegrams and 
despatches of the British Ambassador in 
Berlin, and are therefore a useful record 
of a rapidly changing situation as it 
appeared to well-informed observers. 
But many other informed observers of 
these events have already given their 
accounts to the world, and it could not 
be expected, especially after the Nurem- 
berg Trial, that the material here 
printed would add anything important 
to our knowledge of these events. 
What is more to be regretted is that, 
on the subject with which this colleciion 
of documents should be concerned, 01 
the direct reaction of the British Govern- 
ment to those events, the volume pro- 
vides no information. Only three tele- 
grams in the two chapters on this subject 
are not from the British Ambassador ; 
and one of these advises him of the 
anxiety of British Jews, while the other 
two are factual reports of interviews 
with: the German Ambassador in 
London. 


This is due partly to the fact that, 
as in previous volumes, the editors have 
confined their selection of material 10 
telegrams in and out of the Foreign 
Office, which must always be largely 
tactical in importance, and have omitted 
the Foreign Office minutes and memo- 
randa, in which this sort of reaction 
would be recorded. But another reason, 
which would be beyond the editors’ 
control, may be that Government con- 
clusions on such developments are 
reached belatedly, and that only indirect 
evidence of the British Governmeni’s 
reaction to the rise of Hitler should 
therefore be expected within the pericd 
with which this volume is concerned. 


Of this indirect evidence there is an 
abundance in the four chapters on the 
Disarmament Conference. In the per- 
sistent efforts of the British Governmeat 
(ending, with this volume, in Mac- 
Donald’s personal attempt) to keep Ger- 
many at the Conference, to bring her 
back when she had left, and to avert 
disaster for the Conference when she 
had returned, the policy of appeasement 
was taking shape before that debatable 
policy had acquired its evil but equally 
debatable reputation. But if a success- 
ful Disarmament Conference was clearly 
regarded as the only antidote to almost 
certain dangers from Germany under 
Hitler, and if the British Government 
was prepared to make desperate sacri- 


fices to-that end, it is impossible to 
believe that this line was adopted with- 
out argument or with complete confi- 
dence; and, once again, the volume 
suffers in that it only shows the attempt 
to execute. a policy after its adoption. 
No light is thrown on the great and 
perennial debate that must have taken 
place behind the scenes, both in the 
Foreign Office itself and—what should 
be particularly relevant to disarmament 
—in the Service Departments. 


Perhaps! the chief importance of the 
material which the volume does contain 
is to show that, though the connection 
between tile emergence of Hitler and the 
failure of jthe Disarmament Conference 
is obvious, and though the editors are 
right to 1 with the two subjects jn 
parallel, the connection was not causal. 
If Hitler fkilled the Conference in the 
event, Geyman policy and the French 
attitude, qven before his rise to power, 
were suchtas to ensure that the Confer- 
ence wold be abortive. The Far 
Eastern situation exerted, in any case, 
as the edftors imply, an influence that 
would haf'e been equally disastrous if 
the Germjn problem had not loomed so 
large. ‘$he conclusion cannot be 
avoided tgat the Conference failed be- 
cause its fanderlying assumptions were 
unreal anfl its objectives impossible of 
achievem@it. It will always remain 4 
matter offopinion, on the other hand, 
whether fhis was due to an inherent 
fallacy in }lisarmament as a policy, o- to 
the fact tifat the Conference was pr2n.i- 


ture, or tg the fact that the Conference 
was held joo late. 


Thej 













Occupation Face 
of Japan 


A Sketch-Book of Post- 


¥ 


War J.foan. By Honor Tracy. Methuen, 
cps. 12s. 6d, 


mor Tracy is a lady of robust 
with a gift for extremely 
ut biting, satire. She spent 
‘Bths in Japan in 1948 as a 
‘§’spaper correspondent, and 
her reminiscences are as 
ut the American occupation 
as about the Japanese. It 
said that her account of 
in Japan is a contribution to 
crican understanding; she 
reciprocate the sentiment of 
gan correspondent who always 
onversation with her with the 
Wie British are no damn good.” 
mentally it is clear that Miss 


as such, 
living in 


fictation in every sphere of 
their national life. If she had been 


posted in the British zcne of Germany 
instead of in General MacArthur: 
Japan, her remarkable talent for making 
great officials look silly would certain|y 
have been exercised at the expense of 
her own fellow-countrymen. 


Unlike most observers who argue the 
question whether General MacArthur 


- has succeeded or failed in his high task 


of “democratisation,” Miss Tracy 
regards the purpose itself as absurd. A¢ 
she has had no experience of militarist 
Japan and knows the Japanese only as 
rather miserable under-dogs, she js 
inclined to underestimate the extent of 
the evil which it was the original inten- 
tion of Allied policy to purge. But she 
is keenly aware of the contradiction 
involved in the project of imposing 
democracy on a nation by decrees of a 
foreign conqueror, and she vividly 
reveals the absurdities which arise when 
a national press is ordered to criticise 
everything freely and then curbed with 
a drastic censorship as soon as it attempts 
to exercise its freedom. The Japanese 
“occupation face” is one of unfailing 
politeness and flattery, but Miss Tracy's 
experience led her to the conclusion that 
the conquered people is not so fascin- 
ated by the virtues of western civilisa- 
tion as it pretends to be. The Americans, 
she writes, “complain that they never 
know what is passing in the minds of 
“these people,’ but ‘ these people’ know 
exactly what is passing in their minds 
and play up to it in a way that it is a real 
privilege to watch.” 


Commonsense Illuminated 


Economics of Everyday Life. 5) 
Gertrude Williams, Penguin Books. 243 
pages, 1s, 6d, 


This is a book for the armchair, not 
for the bedside or for the desk, but for 
somewhere between the two. The 
author sets out to tell the ordinary intel- 
ligent reader who knows nothing about 
economics “something of the economic 
issues which lie behind the political 
problems of the day,” and to tell him 
in the language of every day. It ts 4 
measure of her success that she makes 
the whole subject sound like very little 
more than applied commonsense, but 
commonsense applied to familiar situa- 
tions in a way that picks out 4 con- 
sistent pattern and shows the reader that 
the “economic aspect” is nothing more 
abstruse than a methodical selecuon 
from facts which, in a muddle-headed 
way, he knows already. 


Each chapter is complete in itsell ; 
even “Imports and Exports ” or 7 Price 
Economy and Planned Economy ” have 
not been burked, but treated on the 
same basis of simple description 2s the 
more straightforward topics like * What 
is Money?” or the “Structure of 
Industry.” In each case the same care 
has been taken to point out where the 
purely economic issues give place 1 
social or political differences of opimo- 
“This is the choice,” each chapter s#y* 
in effect, “and economics alone canne! 
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decide the answer.” It goes without 
saying that in a book of this sort the 
reader must be wooed and not bullied 
or he will lay it aside for good. If—and 
it is a big if—it is possible to tempt the 
intelligent reader to spend several hours 
reading descriptions of things he already 
knows presented in a new light, without 
any prospect of acquiring showy 
economic jargon, but merely to gain a 
better understanding of the everyday 
world, then this is the book to do it— 
“with learning spread lightly like powder 
on jam.” 


Scandinavia 


The Democratic Monarchies’ of 
Scandinavia. By Ben A. Arneson, 
London, Macmilian: New York, Van Nostrand 
294 pages, 22s. 6d. or $3.00. 


Addressed primarily to the student 
of political science, this book, which 1s 
one of a series on the governments of 
Europe, is also very useful for the 
general reader. For him it will be 
more a work of reference than of study ; 
and it is surprising that the first edition 
of the book, brought out in 1939, is so 
litthe known. The decade that has 
supervened has, however, done little to 
alter the structure of government in the 
three countries examined — Norway, 
Sweden and Denmark. 


After two succinct introductory 
chapters on “Land and People” and 
“ Political History,’ Mr Arneson gets 
down in a very workmanlike way to 
describing the parties and elections, the 
“policy making process,” the instru- 
mentalities of administration, the 
administration of justice, local govern- 
ment, labour relations and social rela- 
tions. Within these limits it is valuable 
and unusually informative. 


The book’s main claim to distinction, 
however, in its rather specialised field, 
is its comprehensiveness. It does not, 
it is true, go very deep or attempt to 
interpret the facts it records, but it 
misses little. There are, however, 
traces of too hasty revision. On page 
73. for instance, reference is made to 
“the present coalition between the 
Agrarians and the Social Democrats in 
Sweden ”—a statement which, though 
true in 1938 when the first edition was 
in preparation, would now indeed be 
news to the worthy leaders of both these 
parties who, in 1948, could not agree to 
join forces again. 








The Withdrawn 
Community 


Backwoods Utopias ; the Sectarian 
and Owenite Phases of Communi- 
tarian Socialism in America : 1663- 
1829. By Arthur Eugene Bestor, Jr. 
Pennsylvania University Press; London, Geoffrey 
Cumber lege. 288 pages, $3.50 or 28s. 


One of the most persistent ideas 
atiracting zealots to the hinterland of 
America was that of the “ withdrawn 
community,” dedicated to special prin- 
ciples of living. From the Puritan com- 
munities until the industrial revolution 
put an end to the economic possibilities 
of such a life, “ communitarian ” experi- 
ments were a characteristic feature of 
American society. Beginning with 
religious sects the tradition broadened 
until, with Owen and Fourier, it became 
largely secular in outlook, concerned to 
demonstrate through a select example 
the possibility of a radical reformation 
of the humdrum world on the principle 
of co-operative effort. 


A new study of these communities has 
long been needed, and Professor Bestor 
has done his job with thorough research, 
real insight and humour. He traces 
clearly the essential connection between 
the various manifestations of the com- 
munitarian idea, whether religious, as 
with the Shakers and the Rappites, or 
secular, as with the Owenites, the 
Fourierist Phalanxes and Brook Farm. 
All shared a common impulse as seekers 
after a true community experience as 
an antidote both to the atomistic indi- 
vidualism of the young America and to 
the economic pressures of industrialised 
Britain. He underlines the importance 
of European ideas in stimulating these 
experiments and rightly attributes to 
Robert Owen the greatest influence in 
communitarian experiments before 1840. 
Much of the book is concerned with 
Owenism and his New Harmony ven- 
ture. There is a penetrating study of 
Owen's ideas which corrects convinc- 
ingly certain misconceptions concerning 
the nature of Owen’s social theory. 

By this view, Owen, in his American 
experiment, was not concerned so much 
with the economics of socialism as 
with establishing a co-operative society 
based upon a controlled environment 
and a rational education. Indeed, 
the tragi-comedy of New Harmony’s 
collapse may be ascribed to the 
cloudiness of Owen’s social philosophy 
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and his complete failure to ‘address him- 
self to the economic management of 
what might, with his capital and mana. 
gerial skill, have become, like the Shaker 
villages, a thriving co-operative 
economy. The author stresses the 
absence of any dominating strain of rea] 
“communism” in any of the experj- 
ments; and it is for this reason that 
he chooses the rather ungainly term of 
“communitarian ” to describe the move- 
ment. 


Pioneer Thought in 
Turkey 


Foundations of Turkish Nationalism. 
By Uriel Heyd, Ph.D. Luzac & Co. and 
the Harvill Press. 174 pages. 12s. 6d, 


Far too little is known, in western 
Europe and America, of the nature of 
the Turkish revolution and of the 
modern Turkish way of life. The aver- 
age library shelf contains only a few 
over-dramatised lives of Mustapha 
Kemal Ataturk. Kemal was unique as 
a driving force, but not as a thinker. 
It was Ziya Géokalp, a_ self-taught 
philosopher and sociologist from eastern 
Anatolia, who was the chief writer of 
the Young Turk Movement, and—in the 
years just before he died in 1924—an 
important influence upon the Kemalist 
revolution. This book, which is sub- 
titled “ The Life and Teachings of Ziya 
Gokalp,” should have paid him the com- 
pliment of bearing his name on its cover. 
For his influence on Turkish thought 
Was great ; it was even astonishing when 
viewed in relation to his upbringing. 
First through poverty, and then through 
the handling meted out to young free- 
thinkers during the reign of Sultan 
Abdul Hamid, he was denied a univer- 
sity education. He spent years in exile 
in his home town. He had no 
access to books. Scarcely ever could he 
brush up against a mind of his own 
calibre. 

Although he had.no chance to 
visit Europe, he was much influenced 
by French thinkers—notably Durkheim 
and Comte—but could read them only 
in translation. Yet here was the mind 
that first applied western sociology to 
Turkish conditions, and that suggested 
many of the changes that create the 
shape of Turkey today. Dr Heyd, who 
originally wrote this study in Hebrew 
as a thesis for the University at Jeru- 
salem, has done both the English speak- 
ing world and Turkey a service by 
reproducing it in English. 
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AMERICAN SURVEY 





Doctors with Nasty Medicine 


(From a Washington Correspondent) 


ERFORMANCES for which no applause was expected 
P or given have now been concluded on each side of the 
Atlantic. President Truman and Mr Attlee have explained 
to their respective audiences why it is going to be necessary 
to spend a lot more government money precisely at the 
time when the case. for spending a good deal less had been 
elaborately and convincingly demonstrated. 


Whether two months ago Mr Attlee or Mr Truman was 
under the greater popular pressure to economise may be 
a matter for argument. Taxpaying Britons could not have 
required much further evidence to persuade them that they 
would be better off if the government could be made to cost 
less. But in Washington the general subject of federal 
economies had a powerful appeal too. Senator Byrd, pro- 
claiming with holy zeal that deficit spending in time of 
prosperity was a sin against the light, stirred an uneasiness 
in many a Puritan American soul. Living within your 
means, paying your debts, putting a little by for hard times— 
these were precepts older and easier to understand than were 
those of the ever-expanding economy, as set forth by the 
President and his economic experts. For the present at least 
this mental conflict has been by-passed in America. Deficit 
spending at a time which everyone can recognise to be an 
emergency is a different kettle of fish. The moral reser- 
vations disappear, and all that is needful is to prove that 
the money is being spent with the right objectives and in 
the right way. 

Both the President and the Prime Minister have been pro- 
vided with a case prefabricated by events that have left 
little room for controversy. In the United States, as in 
Britain, the public desire to get going—and fast—was at 
least as evident as the government’s. All the same, the two 
doctors were expected to go through the joyless job of 
placing on the record the reasons why so much nasty medicine 
will have to be taken. 


* 


“The fire that has been started in distant Korea may burn 
down your house,” Mr Attlee said to his British audience. 
Mr Truman, who is counted a more colourful personality 
and might have been expected to appeal with more eloquence 
and fire, has pitched his oratory on the whole in a low key, 
giving much attention to formal detail. 


On the other hand, Mr Truman has contrived to sound 
more optimistic than Mr Attlee. In his recent Sunday night 
broadcast, the Prime Minister sadly observed that “ it was 
our hope to build up the strength of the United Nations so 
as to remove the fear of war from all peoples.” There was 
almost an invitation to brood upon the melancholy record 
of Russian obstruction and upon the “shadow of fear ” 
which has been cast over the non-Communist world. But 
in Mr Truman’s utterances the United Nations emerges not 
as the graveyard of hopes, but as something revitalised by 
the new happenings. He told the Congress that 


if this challenge had not been met squarely the effectiveness 
of the United Nations would have been all but ended, and the 


hope of mankind that the United Nations would develop 
into an instrument of world order would have been shattered. 
That calamity did not occur. On the contrary, “ vigorous 
and unhesitating actions ” were taken by the United Nations 
and the United States, and there was “an overwhelming 
response” throughout the free world. In consequence, 


-““ where there had been dismay there is hope ; where there 


had been anxiety there is firm determination.” 


Mr Attlee’s address may well have left the impression 
that disappointment has numbed the hopes of the British 
in the United Nations, and that the new sacrifices they are 
accepting are primarily induced by the belief that their own 
house is in danger. And that might be an accurate summary 
of the British mood. It would not be as accurate a summary 
of the American mood. The American house is perceived 
to be in danger too, and it could no doubt be shown that 
the American concern for the United Nations is based upon 
a calculation that it would best assure peace and prosperity 
for the United States. But the Americans have also come 
genuinely to hold the conviction that they will be unable 
to consolidate peace and prosperity for themselves until 
a peaceful and prosperous world has been created. There 
was nothing phony in Mr Truman’s emphasis. This ts 
what a very high proportion of the Americans consider them- 
selves to be fighting and spending for, and what they have 
by no means given up hope of getting. 

If Mr Attlee, formerly of Haileybury and University 
College, Oxford, had said to a British audience: “ My one 
ambition has been to obtain world peace—a peace that will 
help us all, a peace that will make all the peoples of the 
world happy,” it might have sounded both naive and 
egocentric. To an American audience (in Idaho, during the 
President’s cross-country tour last spring) it sounded fine 
from Mr Truman, formerly of the Independence, Missouri, 
grade school and high school. But that is largely because 
the Americans and the British assign different priorities to 
the qualities they expect to find in their top men. 


* 


It is teue that both Mr Attlee, the believer in socialism, 
and Mr Truman, the believer in capitalism, hold their jobs 
mainly because they are good politicians who are recognised 
to be pursuing the honest aim of improving the lot of the 
people at large. The President has powers which far exceed 
those of the Prime Minister, but far more in the way of 
profundity, dignity and public restraint is expected by the 
British of Mr Attlee than is expected by the Americans of 
Mr Truman. It is one of the important ironies that, ever 
since the makers of the Constitution equipped the American 
President with powers which set him apart from all others 
in the land, the American people have demanded that their 
President should exhibit the character of a plain Joe with 
as few as possible of either the airs or graces of leadership. 


The view of President Truman, his qualities and his 
decisions, which is taken in Washington is often materially 
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different from that taken by the people of the towns far 
away across America. There is little knowledge and less 
curiosity in the distant places about the day-to-day details 
of Mr Truman’s performance which so excite the capital 
city. They are much more concerned about the man and 
his character, as revealed by what are considered to be 
significant acts. But the distant places and the District of 
Columbia often have conspicuously different ideas on what 
are significant acts. Moreover, the distant places sometimes 
put wholly different interpretations on what the President 
does, finding good in what Washington considers to be bad, 
and bad in what Washington considers to be good. 

One of the contemporary subjects of such schizophrenic 
judgment is Mr Truman’s policy of awarding posts in his 
Cabinet or in the foreign service or in vital executive agencies 
to old friends of his and, having done so, of refusing to 
dislodge them in the face of almost any sort or degree of 
criticism. “Government by crony” it is called in Wash- 


ington, and bitter things are sometimes said about the dead 


hand of mediocrity. But in the distant places, where 
character counts for more than efficiency, the known fact 
that Mr Truman rewards and stands by the friends he can 
trust is worth a carload of votes. 


Mr Truman himself was raised and politically educated in 
one of the distant places, and he makes few mistakes on this 
plane. For it is important all the time that he should measure 
up to the standards of the distant places ; and it is never 
more important—for him, for the United States, and so for 
its. allies and the free United Nations—than at a time when 
there is nasty medicine to be administered. The roots of 
Mr Attlee’s strength are fed by his restraint and dignity. 
But in the distant places where Mr Truman’s strength abides 
there is more nourishment in simplicity. 


American Notes 
Clear and Present Danger 


President Truman’s message to Congress on the steps 
needed to preserve America’s basic liberties and to protect 
its internal security was more a warning to Congress that 
it was endangering the liberties than it was a request for 
additional powers to safeguard the security. That it is more 
difficult to do the latter now than in previous times of 
international tension has been impressed upon the country by 
the arrests made as the American ramifications of the Fuchs 
case have been tracked down, by the trials of Communists, 
_ and by Congressional inquiries into alleged Communist 
influences in the Government. Subversive agents today are 
not aliens, but Americans who put loyalty to their party 
before allegiance to their country. But last week Judge 
Learned Hand ably documented the President’s belief that 
even this unfamiliar peril can be met without resort to police 
state methods and without abrogating the Bill of Rights. 

The occasion was the unanimous refusal of a Court of 
Appeals to reverse the conviction, in New York last October, 
of the leaders of the American Communist Party for con- 
spiring to advocate the overthrow of the US Government ; 
they can still apply for leave to appeal to the Supreme Court. 
Judge Hand translated into present day terms Mr Justice 
Holmes’s famous decision that the constitutional guarantee 
of free speech applies unless the words used form a clear 
and present danger that Congress has a duty to prevent. 
In view of the evidence given at the trial and of that supplied 
by recent international events, Judge Hand held that the 
probable danger of the Communist conspiracy was as clear 
and present as it could be, “unless we must wait till the 
actual eve of hostilities ” before dealing with it. 

There were other demonstrations last week of the 
adequacy of the open safeguards against subversion—and 
of the danger of hysteria. In San Francisco, Mr Harry 





THE ECONOMIST, August 12, }0<9 


Bridges, on bail pending his appeal against his conviction 
for perjuring himself by denying that he was a Communist. 
was sent to prison for menacing the security of the United 
States by speeches opposing the Korean war. What is per- 
haps even more significant is that, partly as a result of M; 
Bridges’s speeches, several of the branches of his Longshore- 
men’s Union are turning away from the leadership of the 
union, which has long been regarded as a Communist strong- 
hold. Some of these branches have even joined with other 
tmharitime unions and the shipping employers in a plan to 
keep known Communists off American ships. But a less 
satisfactory type of voluntary co-operation against Com- 
munism has been tried in Birmingham, Alabama, and 
McKeesport, Pennsylvania, cities where attempts are being 
made to expel all Communists. 


* 


This is pure witch-hunting and there are elements of 
witch-hunting, too, in various Bills now before Congress. 
Until the President’s warning was received, the Senate was 
for the first time thinking, of approving the Mundt-Nixon 
Bill, which had been before it for many months. It is widely 
believed that this “Communist control” Bill would not 
even be able to excuse its attack on civil liberty by its 
effectiveness. Another Bill, passed by the House and nearly 
as dangerous, would empower heads of government agencies 
to dismiss employees considered to be bad security risks 
because of personal weaknesses, without even the nghi of 
appeal allowed in loyalty cases. The President, however, 
recognised that there was at least something to be said for 
the House’s attempt to deal with deportable aliens whose 
Native countries will not accept them; he recommended 2 
less objectionable version of this Bill. Congress has been 
so busy concocting its own remedies for the Communist 
menace that it has not found time to consider certain im- 
provements in the existing espionage laws, which the 
Administration first asked for at the beginning of 1949. Mr 
Truman has now asked for them again, for he still believes 
that they are all that is really necessary to counter the present 


danger. 
*x * x 


Defence Keeps on Growing 


With the President’s latest request for an additional 
appropriation of $1,156,000,000, the amount to be spent on 
defence purposes in the current fiscal year, without including 
foreign military aid, has almost doubled in six weeks ; it 
now amounts to $26,722,000,000, nearly two-thirds of the 
total allowed for all purposes in the original budget for this 
year. The Senate, using a technique slightly different from 
that of the House but with much the same effect, has cut an 
indiscriminate ten per cent from all domestic appropriations, 
and also from those for Point Four, but not from Marshall 
Pian funds. Even so, it has only pruned half a billion dollars 
from its all-embracing Appropriation Bill. 

The latest billion for defence is to be spent chiefly on naval 
aircraft, a tribute to their proven value in the Korean 
campaign and a consolation prize to the Navy for the Au 
Force’s success in reaching the 70 group star to which it long 
ago hitched its wagon. Admittedly, it will take the Ai 
Force over two years to achieve its ambition and then it will 
have only 69 groups officially—but groups are larger today 
than they were when the star first rose in 1947. 

The Army’s goal, less spectacular but more urgent in view 
of the shortage of men for Korea, is to bring its existing ten 
divisions up to full strength and to add four more. The first 
is being done by calling up units of the Organised Reserve 
and about 60,000 individual reservists and by increasing the 
number of conscripts to 100,000 by the end of October. The 
or - eet es wom divisions and two combat — 
of the National Guard, totalling about 43,000 men, have 
been summoned to active duty. The Guard is organised 


by States and a partial mobilisation of this kind inevitably 
bears unfairly on certain sections of the country, a matt¢t 
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about which are sure to hear from home. The 
divisions now | come from New England, Pennsylvania, 
Oklahoma and California, four well-separated parts of the 
country. The whole Marine Reserve, of 124,000 men and 
2,000 women, is being mobilised. The Navy and the Air 
Force have so far only called up selected reserve units and 
individuals. Reservists and Guardsmen are not regarded 
as civilians and the services are not expected to look very 
favourably on requests for determent ; lists of essential 
activities and critical occupations have, however, been issued 
for guidance. 

The way in which the defence programme keeps on 
growing strengthens the case for giving the President ies 
to control wages, prices and consumer goods. The most 
telling argument for this has always been that he would 
need such powers far sooner than he realised. On the other 
hand, Congressional wrangling over the form the powers 
should take has also justified the President’s reluctance to 
ask for them, explained by his fear that such a request would 
delay the more urgently needed controls over industrial 
materials and credit. Delay inevitably weakens the effective- 
ness of such limited checks on inflation, and delay there has 
been. The House of Representatives, determined to give the 
President the powers he did not want, got into such confusion 
over the whole question last week that it went back to the 
beginning and started work on the Bill all over again. Mean- 
while prices have continued to rise. As a result Mr Truman 
will now probably be glad to have the discretionary authority 
to set ceilings on prices and wages, which the House has 
finally given him and which the Senate is also likely to 
approve. 

* * * 


Pacific Wards 


The transfer of the island of Guam, in the western 
Pacific, from naval to civilian rule was postponed for a month, 
until August 1st, because of the Korean invasion. The 
58,754 inhabitants therefore had to forgo the celebrations 
planned for July 21st, the anniversary of the island’s libera- 
tion from the Japanese and the day by which they had also 
hoped to be liberated from the Navy and to be enjoying a 
considerable degree of self-government, under the civilian 
governor appointed last year. The postponement has, how- 
ever, given the US Congress time to pass an Act giving the 
Guamanians full American citizenship, a bill of rights and a 
Congress with power to legislate on domestic affairs. No one 


appears even to envisage the possibility of future statehood 
for the island. 


Guam has been run by the Navy for 52 years and is 
politically the most backward of the territories seized from 
Spain in 1898. The Philippines have achieved independence ; 
recently Puerto Rico, in the less stormy Atlantic, was given 
the privilege of writing its own constitution, assuming that 
it provides for a republican form of government, and the 
right to elect all its own officials, An organic Act, similar to 
that granted Puerto Rico in 1917, and repealed, in part, by 
the new Act, was promised to Guam at the time of its 
annexation. It is hoped that the Department of the Interior, 
with only civilian responsibilities, and without the Navy’s 
custom of shifting its men every eighteen months, will be able 
to provide more continuity of policy for Guam and cheaper 
and more democratic government. . 


The only outright American possession in the western 
Pacific today, Guam lies in the midst of the 96 island groups 
of the Mariana, Caroline, and Marshall Islands over which 

United States exercises a strategic gga ags from the 
United Nations, This special arra with the Security 
Council permits the islands, formerly fortified by Japan when 
it was the mandatory power, to be fortified by the United 
States and to be closed to i ion. In fact, only Eniwetok 
UN rn lowed, at the time of the atom bomb trials, and 8 

a Is just ing a tour e ic trustee- 
eck eee eae 





317 


A report on the stewardship of the Navy presented to the 
United Nations in February showed that about $7,000,000 a 
year is being spent on the islands, though only $1,400,000 
of this is direct aid to the islanders. Great progress is being 
made in eradicating disease, somewhat less in spreading self- 
government. The chief criticism of other colonial powers, 
however, was that the United States was overdoing its good 
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works and pampering its wards, thus postponing the day 
when they might, despite their slender resources, be expected 
to stand on their own feet. On the political side, it is hoped 
that the transfer of both American Samoa and the trustee 
islands to civilian rule may be completed by the middle of 
1951 and that larger grants of self-government will then be 
possible. 


* * * 


Putting the Stockpile First 


The Munitions Board prepared its semi-annual progress 
report on the stockpile of strategic materials before the 
Korean outbreak, but even so it said that the rate of pro- 
curement should be accelerated or completion of an adequate 
stockpile would be dangerously deferred, until 1956 at least. 
President Truman has now asked Congress for an additional 
appropriation of $600 million for the current year, which 
nearly doubles his original request for this purpose. The 
value of materials in, or on order for, the stockpile at the 
end of June was $2,051 million, just over half the present 
estimated cost of the completed stockpile. The increase’ 
from last year’s estimated total of $3,400 million is explained 
by a recent review and consolidation of stockpile objec- 
tives. As a result four materials—pepper, rutile, baddeleyite 
and zircon—have been taken off the list and reserves of 
another eighteen, including antimony, chromite, lead, mica 
and quinine, are regarded as adequate or nearly so, for the 
moment at least. 


But the stockpile is far from adequately supplied with 
such important and expensive items as rubber and tin, 
copper and zinc. This unsatisfactory situation is partly due 
to last year’s delays in making appropriations, not likely to 
be repeated this year. More recently industrial demand has 
been so high that little has been left over for the stockpile, 
and the Board has been accused of driving up prices by 
badly-timed purchases. But early in June its chairman 
pointed out that the national security was more important 
than market fluctuations and that the needs of the stockpile 
must come first. If that was so then, it is even more so now. 
But once the new armament contracts are placed, buyers for 
the stockpile will be competing not with civilian demand 
but with military requirements. Then there may well be 


conflict between the immediate ‘and the long-term safety of 
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the nation and the time for putting the stockpile first may 
have passed almost before it has begun. 


The ideal solution, of course, is to increase supplies until 
there is enough for everyone, including civilians, and a cer- 
tain amount is being done in this way. The Senate is reluc- 
tantly preparing to lift the duty on copper reimposed at the 
beginning of July. Marshall Plan dollars and counterpart 
funds are already being used both for the purchase of 
strategic materials and for the development of fresh sources 
of supply. The new Defence Production Bill permits govern- 
ment loans to producers of scarce materials so that they 
can expand their output ; it remains to be seen whether this 
will lay the ghost of the wartime subsidies to marginal mines 
which has been haunting Congress for many months. The 
search for satisfactory methods of using the low-grade 
American manganese has become most urgent now that 
Russia refuses to export manganese ; the various government 
research bodies have been giving much attention to this 
and similar problems and also to experiments with domestic 
substitutes for strategic materials. Synthetic rubber is the 
classic success story in the latter field; most of the stand-by 
capacity has been opened up as an answer to the Korean 
emergency. If enough benzine is to be found, synthetic 
rubber output will be running at an annual rate of 675,000 
tons by December and more of the imported natural rubber 
will be going into the stockpile. 


* * x 


Fair Weather at Chicago 


The honour of holding the first international trade fair 
in the United States has been won—or perhaps bought, since 
it is financed by local business men, not by the government— 
by Chicago, a traditional setting for exhibitions and conven- 
tions. Although a more temperate month than August might 
have been chosen, there are many reasons why Chicago seems 
an especially suitable setting for this practical application of 
the slogan of this year’s American World Trade Week— 
“ Buy an Import.” The main purpose of the fair is to show 
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Americans how profitable it can be for them as individuals 
to fill the dollar gap with purchases of foreign goods. That 
the fair is being held in the supposedly nationalist heart of 
the isolationist Middle West should demonstrate to doubting 
Europeans that Americans are ready to practise their new- 
found faith in the value of a two-way exchange of yoods, 
That it is being held in the commercial heart of the rich farm 
belt should encourage cautious Europeans to venture into 
the market that they have been so inclined to neglect for the 
better-known but better-exploited east coast. 

The fair is intended to bring foreign goods to American 
buyers who hitherto had to go to fairs abroad to find them. 
For this reason the space allotted to American firms has been 
limited to one-third of that available. The Economic 
Co-operation Administration has naturally been grooming 
its charges for the show ring and the recipients of Marshall 
aid are doing it credit by putting up a high proportion of 
the exhibits. There are no exhibitors from behind the iron 
curtain, but two from its fringe, Finland and Jugoslavia ; 
the Czech reservation was cancelled by the fair authorities 
after the closing of the Czech consulates last May. Of the 
40 countries represented, France has the biggest display, 
with the United Kingdom second, despite a slow start, and 
Western Germany third ; all three ex-enemy countries are 
taking part. 

The Korean war caused a rise in the barometer of antici- 
pated orders at the fair, since American buyers, foreseeing 
shortages at home, are attaching increased importance to 
supplies from abroad. The possibilities of importing steel 
and steel products are said to be arousing special interest, 
often damped by the high prices being asked. Foreign manu- 
facturers will be in no hurry to adapt themselves to a spell 
of fair weather in America which looks very temporary, 
especially when they expect the clouds of the dollar shortage 
to be dissipated by expanded defence programmes. They 
would be more inclined to take advantage of the Chicago 
sunshine if Congress showed any sign of improving the 
foreign trade climate permanently by acting on the pending 
Bill for simplifying customs procedures. 


Shorter Notes 


The two chief rivals in the American trade union move- 
ment, the American Federation of Labour and the Congress 
of Industrial Organisations, have formed a permanent Unity 
Committee and seem at last to be ready to make a serious 
approach to reunion. As a first step, they have agreed to 
work together at the national as well as the local level on 
political problems ; the next and more difficult step will be 
to find some method of dealing with jurisdictional disputes 
between individual unions. 


* 


_The defence programme has done what the Reconstruction 
Finance Corporation could not do and reopened the famous 
Waltham Watch Company, in Massachusetts. An Air Force 
order for 2,700 clocks for aircraft has given the company’s 
trustees and the RFC representatives something more im- 
portant to do than argue over the disposal of the company’s 
assets, as they have been doing since the plant shut down 
six months ago. 


* 


Even before the Korean crisis encouraged hoarding, sugat 
consumption was running ahead of the advance estimate 0D 
which sugar imports are based. Now this year’s import quota 
has been raised by 350,000 short tons, and the govern- 
ment has arranged to buy all the Cuban reserve. This 
should provide enough for the sweetest tooth and check the 
panic buying that has cleared retailers’ shelves. Average 
individual consumption of sugar, 90.4 pounds last year, has 
never climbed back to prewar levels, but nevertheless the 
Present estimate of consumption for 1950 is 7,850,000 tons. 


— —s OD 
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THE WORLD OVERSEAS 





War Boom in Japan 


(From Our Tokyo Correspondent) 


FTER the first initial shock, Japan is bearing the burden 

of the Korean war with fortitude and expectancy— 
sustained and consoled by increased production, rising prices, 
shrinking stockpiles, greater domestic autonomy and the hope 
of generous peace treaty concessions to come. There is a 
buoyant atmosphere in the Diet ; the Prime Minister, Mr 
Yoshida, looking like an Oriental Mr Pickwick, righteously 
rebuked militaristic questions about possible Japanese par- 
ticipation or even a specific proposal for Japanese volunteers 
to fight the Communists, and Ministers generally do not 
attempt to conceal their satisfaction over the benefits which 
they believe the war will thrust upon Japan. With the one 
doubt of possible American non-intervention removed, the 
Government, sceptical of any early development of the 
Korean fighting into a world war, are smugly anticipating 
bigger and better peace treaty rewards from the United 
States and Britain for continued Japanese democratic loyalty. 


Mr Yoshida was privately astonished at the lack of any 
adverse world reaction—even in Australia—to General 
MacArthur’s sudden order to him to enlist a reserve police 
force of 75,000 men, which, bland denials notwithstanding, 
may be the nucleus of the new Japanese standing army. 
But for the encompassing shadow of the Korean crisis, a 
storm of denunciation would have followed General 
MacArthur’s order. Today no one appears even to be paying 
attention to open disclosures that the police force will be led 
by former Japanese army officers and that such essential pre- 
requisites for normal police work and traffic control as light 
armoured cars, grenades, aircraft, machine-guns and light 
mortars are being confidently requested by the Japanese for 
the new police. For 18 months the Japanese Government, 
while secretly but vainly pressing for this police increase, 
had denied strongly and repeatedly that they were seeking 
any such increase. Yet within two days of General 
MacArthur’s surprise yielding—influenced, of course, by the 
transfer of United States Occupation forces to Korea—a 
complete and detailed plan for the organisation and set-up 
of the new police force was operating, based on the Army’s 
prewar district scheme for the military defence of Japan. 


More Dollar Funds Expected 


On the economic side, by coincidence, the long-awaited 
removal of the restriction on the number of Japanese cotton 
spindles to four million (compared with more than 12 million 
before the war) was anounced in the first week of the war. 
This wide-open concession, when even the most optimistic 
Osaka textile industrialist had expected permission only to 
operate six or eight million spindles, also passed compara- 
tively unnoticed in the confusion of continuing American 
withdrawal to stronger positions south of the 38th parallel. 


The Stock Exchange has reflected the general financial 
opinion that American intervention in Korea and participa- 
tion in the affairs of all non-Communist areas in Asia would 
mean more dollar funds for the revival of Japanese industry 
and more orders for Japanese factories. The volume of 
turnover of shares in both Tokyo and Osaka in the first week 

War set soaring post-war records—3,275,000 a day in 


Tokyo ; 2,160,000 in Osaka. For the western observer, 


there was pensive interest in the anticipatory rush for shares 
in old companies which had been engaged in war production 
in the past but which are now allegedly broken down into 
deconcentrated units concentrating only on harmless peace- 
time production. Long range forecasting by the Japanese 
Ministry of International Trade and Industry visualised in- 
creased demand for heavy materials and supplies for the 
United States bases in Japan and increased credits for manu- 
factured exports to South-east Asian countries which may 
later be menaced by the Communists. 


Already United States prices are rising for Japanese stock- 
piles of non-ferrous metals which could not be sold profitably 
before because of inefficient Japanese production methods 
and high costs. Tin prices have jumped 30,000 yen to 
570,000 yen a ton, and copper and zinc by 5,000 yen to 
165,000 yen and 125,000 yen, respectively. 


Automobile manufacturers and general construction con- 
cerns have also returned eagerly to overtime conditions, if 
not so eagerly to democratic scales of overtime wages. The 
Japanese also have high hopes of speeding up the resurgence 
of the shipbuilding industry and of steadily returning 


* Japanese shipping to the world’s trade routes. Already most 


of Japan’s idle shipping has been pressed into wartime convoy 
service for the United Nations at freightage charges twenty 
per cent above normal fees, while most dockyards are back 
to a 12-hour-day seven days a week. 


“Japan For The Japanese ” 


Nor have the Japanese been slow to use the Korean crisis 
as an Opportunity to redouble their efforts for wresting local 
autonomy from the occupation. The Americans, they argue 
with democratic bows of unselfish co-operation, should not 
be tied down by red-tape occupation supervision and routine 
in democratised Japan when they are faced with a life-and- 
death challenge on the Asiatic mainland. They should now 
restore greater flexibility and sturdy American-like indepen- 
dence to Japanese factories (that is, they should relax super- 
vision over Japanese working hours, wages and minimum 
living standards). They should now place the control and 
operation of occupation land reform laws in the experienced 
hands of the Japanese landlords. They should instal as many 
Japanese members as American members on all occupation 
boards and committees charged with occupation duties and 
occupation control (that is, they should officially wind up 
the occupation). STE | 


Supporting this “Japan for the Japanese” campaign, the 
Oriental Economist, an influential and conservative Tokyo 
periodical, has denounced “ undue Japanese submissiveness ” 
to the occupation authorities and has demanded that the 
government should “ resolutely embark upon the necessary 
steps to restore autonomy in Japanese affairs to the ultimate 
benefit of the Americans as well as the Japanese.” On the 
human side, there is no doubt that the Japanese people, like 
most people, do not want war or any part of war. But the 
government would like a Japanese army again, and knows 
that many occupation military advisers —— endorse the 
vigorous public pleas by General Robert Eichelberger, 
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General MacArthur’s former deputy, now in the United 
States, for the creation of a new, lightly armed Japanese 
defence force. Minority but influential pressure is increasing 
for the swift mobilisation of five Japanese divisions for the 
Korean fighting. And only a brave or foolish man would 
deny that the new-style, democratised, faintly Anglican, 
vaguely royal Hirohito could summon a holy crusade against 
the red devils at the drop of an imperial rescript. 


The Soviet Budget Estimates 
for 1950 


[BY A CORRESPONDENT] 


Tue dearth of Soviet statistical data makes the study of 
the Soviet budget an interesting though not wholly 
satisfying task. Once a year the Soviet Government reveals 
in figures its past and future economic policy, but, true to 
its methods, this picture is far from complete and lucid. 
This year’s report of the Finance Minister, A. G. Zverev 
(Pravda, June 14, 1950), is no exception to the rule that 
Soviet budget figures conceal as much as they reveal. Yet 
much can be deduced by studying the items mentioned and 
those omitted. 


The budget for 1949, endorsed by the June session of the 
recently elected Supreme Soviet, and the estimates for 1950 
present the following picture: 


1949 1950 


Million ‘Percentage, Million Percentage 
| Roubles of Total Roubles of Total 
Revenue - ‘ 2 
PURMOVES CAR .g 5060 00d oseees sevce ? ‘. 239,000 55- 
Profit tax Sear wus wwe es 66-0 40,000 | 9-2 
Direct taxes (nritewb@nde seetwee 36,400 &-3 | 36,400 8-4 
State loans eae ae ee 22,900 5:2 31,800 7-4 
CR I aa sac ake es theaces ? 20-5 85,800 19-8 
POR. i avn beendcbasinespe 437,000 100-0 435,100 100-0 
1949 | 1950 
' - ee - _ 
Million Percentage’ Million | Percentage 
| Roubles of Total Roubles of Tetal 
Eapenditure :-— 
Grants to National Economy ...... 161,900 39-0 164,400 38-4 
Social and cultural services ........ 116,000 28-1 120,700 28-2 
Defence ; sages 78,200 19-2 79,400 18-6 
Administration ... (ii ecitaldn ati 13,500 3-3 13,900 3:3 
l nspec ihed eon ‘ Sb es ae ale 41,700 10-4 49,500 11-5 
RN. Lena. 5. 4. lige we bated 412,300 100-0 427,900 100-0 


(11,20 roubles=£1) 


The incompleteness of these figures is striking, although 
it is not a new feature of Soviet budgets. The 1948 budget 
left undesignated about the same proportion of the total. 
In the 1950 estimates, the sources of nearly 20 per cent of 
the revenue is unexplained. There can be no doubt that 
much of it comes from reparation payments, profits from 
Soviet-owned and mixed companies in eastern Germany 
and the satellite states, and foreign trade profits, none of 
which are so much as mentioned in Mr Zverev’s speech. 
On the expenditure side, 49,500 million roubles (11.5 per 
cent of the total) are undesignated. Even allowing for 
3,500 million roubles as interest on state loans, (which does 
not seem to be included in any of the items mentioned in 
the budget), there still remains an undisclosed expenditure 
of 46,000 million roubles. Mr Zverev made no attempt to 
explain why the actual budget figures for 1949 were lower 
than estimated, the revenue by 8,200 million roubles and 
expenditure by 3,000 million roubles. Neither did he 
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explain why grants to the national economy in 1949 exceeded 
the estimate by 9,400 million roubles 


The actual expenditure on social and cultural services was 
about 3,200 million roubles less than the estimate. This was 
more likely to be due to an administrative failure to make 
use of all the allotted funds (which is borne out by complaints 
of the inadequacy of the medical and other services made 
by some of the deputies) than to the reductions in the prices 
of consumer goods announced in February, 1949. These are 
claimed to have constituted a “saving” of 71,000 million 
roubles in 1949. But this calculation is extremely unrealistic 
since it assumes that people would have bought as much at 
the old prices as they did at the new. Wholesale prices and 
transport costs, on the other hand, rose at the beginning of 
1949 owing to the withdrawal of government subsidies from 
industry. But the effects of this withdrawal seem to have 
been overcome by the beginning of this year, when wholesale 
prices and transport costs began to fall. 


The 1950 revenue is expected to be 4,000 million roubles 
lower than in 1949. This may be partly due to the very 
substantial price reductions of consumer goods decreed last 
March. These, which ranged from 15 to 30 per cent and 
are said to present a “ gain” for the population of 110.000 
million roubles, must inevitably lead to a loss of turnover 
tax. But this loss may to a certain extent be compensated 
by an increased volume of trade. The drastic fall in the 
budget surplus is one of the most interesting features of the 
1950 budget. It will amount to only 5,200 million roubles as 
compared with 24,700 million in 1949, 39,600 million in 
1948 and 24,700 million in 1947. It is possible that the large 
surpluses of the past few years have been used for some 
hidden purpose which now either no longer exists or is being 
financed under some other heading. But a much more 
likely explanation is that it has been used to strengthen the 
rouble and as a precaution against possible inflationary 
tendencies. This explanation is confirmed by the fact that 
the surplus reached a peak of nearly 40,000 million roubles in 
1948 after the currency reform of December, 1947. The 
significance of the decline in the surplus may therefore lie 


in the belief of the Soviet planners that the danger of inflation 
is very much reduced. 


Expenditure will go up by 15,600 million roubles compared 
with 1949; in particular, grants to the national economy 
by 2,500 million roubles ; social and cultural services by 
4,700 million roubles; defence by 200 million and 
administration by 400 million. Considering the lower whole- 
sale and retail prices, the real increase in each case will be 
even higher than indicated by the increased budget allocation. 
It is interesting to note that no explanation was given of the 


use to be made of 7,800 million roubles of the increase in 
expenditure. 


PERCENTAGE COMPARISON OF APPROPRIATIONS IN 1949 anv 1950 
BupGeEts (In Percentages) 


CE NGG 63s 5k v5 Sathaw badd come cae 
Grants to national economy 
Industry ...... 





51:8 


Agriculture and forestry 


Agriculture and forestry..............0.000- not d2°3 
fransport and communications.............. known a] 
<0 sche 55 + 3 a ehinbc wesenes Goons doh BE : 
IN vk pe cian cdand vet cdk bare va J i12 
Social and cultural services .... 2.000.006. aces 28-1 28-2 . 
NN 6 tdi iee co. Ss hapa beebe dee 49-5 
Health and physical training. ............2.... i 
Paey Senn oso a ei eee : ; 
SRN oh. os ies 53 Hh ridkaa aca 38-6 
NEE Siva: icdaw skal coven ch dese, ee = 
POE. oss can cso Ueeeens OP asad eee 19-2 18-6 

IID «6.5.9 adn kin cnddeocunee inna 3-3 3-3 
DOME vi. aicctwnicecigsd de iigeeeens 10-4 11-5 


On the whole, the appropriations for 1950 show practically 
no change compared with those for 1949, except for a slight 
decrease in the share of the national economy and defence 
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and an almost corresponding increase in the share of 
unspecified items. It is interesting to note that both items 
for which detailed allocation figures are given, contain some 
unspecified expenditure: 11.2 per cent in the case of grants 
to the national economy, and 10.6 per cent in the case of 
social and cultural services. Mr Zverev mentioned that under 
the latter heading 5,600 million roubles have been allocated 
1o “ the development of science ” (to which purpose a further 
2.500 million roubles will be made available from industrial 
organisation). These sums are probably designed for 
research in the field of preventive medicine, protection of 
iabour, etc. But that still leaves about § per cent unaccounted 

As to the undesignated 11.2 per cent of the national 
economy grants, is one justified in speculating that these 
constitute an additional defence expenditure ? 


Industry will receive 85,300 million roubles, that is, just 
over half of the total grants to the national economy, to which 
will be added 25,300 million roubles provided by the 
industrial enterprises from their own resources. Budgetary 
appropriations for capital investment in all branches of the 
national economy are estimated at 106,500 million roubles, 
to be supplemented by contributions from enterprises and 
institutions themselves to the value of 29,100 million roubles. 

The total amount of profits of enterprises and various other 
economic organisations for 1950 is estimated at 70,700 million 
roubles ; this is three times more than in 1940. Out of this 
amount the state will take 39,800 million roubles, thus 
leaving §6.3 per cent of the profits in the hands of the 
enterprises themselves for local investment. In 1949 the 
enterprises’ share was 48.7 per cent. This is a reversal of 
the former economic policy of the Government, when the 
lion’s share of profits was directed into a pool and distributed 
centrally ; it is consistent with the present policy of running 
enterprises not on subsidies but, without exception, on the 
principle of making them pay their own way. Hence the 
constant drive to lower production costs. 


Italy’s Fifth Column— 


[FRoM OurR ROME CORRESPONDENT] 


SIGNOR TOGLIATTI’S personal publication Rinascita recently 
indulged in an ill-natured reminiscence of the events of 
Spring 1944, when Signor Togliatti, arriving from Moscow, 
joined Badoglio’s All-Party Government at Salerno. It 
described how the Allied Commission at Salerno was all over 
him when his arrival was found not to have given the dreaded 
signal for a Communist uprising against Marshal Badoglio. It 
'$ Quite true that the adroit, humorous, and cultivated Togliatti 
at once stopped the sizzle of petty indisciplines which had 
been the outward manifestation of local Communism in 
hungry wrecked Naples before he arrived. Out for bigger 
things than ovations in the Piazza, Togliatti quickly made 
himself useful to the western Allies, as a steadying factor in 
Italian affairs. The result was that Togliatti and his party 
remained in all Governments until 1947, leaving Nenni’s 
Socialists to throw ultra-democratic tantrums on questions of 
the monarchy, Allied interference, and Vatican influence. With 
Allied blessings, the Italian General Confederation of Labour 
was rebuilt—before the war finished—by a deal between the 
Communist, Socialist and Christian Democratic parties, 
under triumvirates in which the Communist gracefully took 
the role of Augustus. In the first postwar general elections 
(1946) the Communists took 4.3 million votes, slightly more 
than half the Christian Democrat vote, and a little less than 
that of the still united Socialist Party, which was bound 
to them by a Pact of Collaboration. Subsequent municipal 
elections showed the Communists to be making progress 
while Christian Democracy receded. The position of the 
Communists as the third of the three “ mass” parties, with 
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a powerful hold upon one of the others, and a recognised 
dominance in the central and the chief single trade unions, 
and, above all, among the still powerful freemasonry of the 
guerrilla veterans, seemed to ensure their indispensibility 
as a component in any future Italian Government. Their 
language and behaviour was that of key men in the present, 
and, by virtue of a loudly asserted moral, intellectual and 
Organisational superiority, heirs apparent, with early expec- 
tations of succession, to the official national leadership. 


But early in 1947 Signor De Gasperi, pleading the need for 
a united government to cope with financial crisis and infla- 
tion, resigned. Pulling together the passive support of 
various small Right-Wing groups, he dared to form a govern- 
ment without Togliatti, who was obediently followed into 
the wilderness by Nenni. (Nenni’s party had meanwhile 
suffered the defection of the Saragattians.) The general 
elections of 1948 were to have had the character of condoning 
punishment for this flouting of the representatives of “ the 
immense majority of the advanced parts of the Italian people,” 
whose support the Communists claim. But, as is well known, 
—thanks to the Italians’ awareness of their dependence upon 
America, and the Church’s influence—the Communists, 
together with Nenni’s shrunken following, gained only 
8,000,000 votes, a third of the total, and left Sr De Gasperi 
more than ever master of Parliament. 


The political struggle of 1948-50 has raged, spluttered or 
fumed around the attempt of Signor De Gasperi’s team to 
limit the freedom and authority of the defeated Communists 
to the exercise of criticism in Parliament and the press. 
Togliatti does not despise this function of Opposition. He 
himself, and also Pietro Nenni, are excellent parliamentary 
orators, the former far more trenchant and witty, the latter 
more fluent and engaging than any government spokesman. 
This activity is not politically wasted. The professional 
classes of Italy are highly susceptible to argumentative and 
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sentimental elegance. Moreover, they have recently emerged 
from a twenty-years’ surfeit of clownish inelegance, and the 
Opposition terminology of progress and peace has still the 
sweetness of lately forbidden things. What the Govern- 
ment says, especially in moments of stress, inevitably echoes 
to some extent what other governments have said—and 
for twenty years the Government was Mussolini’s, so that 
Signor De Gasperi (or Scelba) runs greater risks of appearing 
to reincarnate the Duce than does Togliatti—at present. 


But if Togliatti does not despise the function of Opposi- 
tion, which meahs giving expression to what a large fraction 
of the nation thinks, his essential business as Communist 
leader is, on the contrary, to speak for and to command “ the 
immense majority of the advanced part of the Italian people,” 
that is to say, a movement which regards itself as a unique 
élite from whom the Italian people are predestined to obtain 
guidance towards a coherent future “while the existing 
order of Society is visibly cracking up on every side.” The 
atmosphere of the higher Communist. society in the great 
cities, where parliamentarians, novelists and professors 
assemble for mutual comfort, is one of intense excitement 
(climaxes and catastrophes—it is continually recalled—have 
been scientifically foretold, and while one must manfully 
carry on in the provisional world around, one must always 
be actuned to the greater vocations ahead). It must be 
remembered that nearly all the leading Italian Communists 
have either served long prison sentences or have lived for 
years in exile. It is perhaps the fact that he has known 
only the milder sufferings of exile (a dozen years or so, 
mostly in Moscow) that fits Togliatti for his task of repre- 
senting the party to the insensitive outside world. Of the 
younger prominent Communists, most have known the 
hazards and agonies of active participation in the Civil 
War of 1943-45. It is symbolic, and also important, that 
the bible of Italian Communism, in the higher ranges, is 
the noble and harrowing prison diary of Antonio Gramsci, the 
frail and heroic first secretary of the party—in the main 
a tragic meditation on ethics and human destiny. 


They are peop'e who have found no peace, and would 


suspect and despise any peace which came “through the 
usual channels.” 


Three Shields and a Dragon 


[BY A CORRESPONDENT] 


‘Fue Scandinavian Airlines System (SAS) is sometimes held 
up as a working model of the sort of international air 
transport company which, on a larger scale, is envisaged as 
the eventual solution of the problem of German civil aviation. 
If, it is argued, the Germans are not given sole and complete 
control of the air lines which, sooner or later, they will run 
again, the threat that they will be able, should they so desire, 
to misuse them by secretly building another Luftwaffe will 
be removed. The announcement at the end of May that the 
eastern zone was likely to be allowed its air lines has made 
consideration of this problem more urgent. It is not pro- 
posed to discuss it here but merely to give an account of the 
development of SAS and to draw attention to some of the 
difficulties it faces in its international adventure. 


As at present constituted the Scandinavian airlines system 
is a company, incorporated in Sweden, which conducts the 
overseas operations of the three national airlines of Norway, 
Sweden and Denmark. These are, respectively, Det Norske 
Lujftfartselskap (DNL), AB Aerotransport (ABA), and Det 
Danske Luftjartselskap (DDL).~ SAS began operations in 
August, 1946, and in May, 1948, took over all the scheduled 
international traffic of the Scandinavian companies except 
for one Norwegian line. This is Braathen’s South American 
and Far East Airtransport run by Braathen’s shipping firm 
and encouragingly abbreviated to SAFE. 
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The aim of SAS is to achieve a more rational utilisatiog 
of the joint fleet of the three countries, amounting now to 
over 70 aircraft, than would result from competition. [rs 
operations are accordingly conducted on an agreed traffic 
plan under which Sweden gets three-sevenths of the traffic 
and Norway and Denmark two-sevenths each. Profits and 
losses are divided in similar proportions. 


So much for the theory of the organisation. In practice 
co-operation has not been as smooth or successful as expected. 
Norway has consistently expressed dissatisfaction at the 
arrangements. Denmark and Sweden have retorted by 
pointing out that the existence of the private Norwegian 
company which operates abroad with government permission 
went against the spirit and detracted from the earnings of 
the joint enterprise. (Last year SAFE carried 7,312 passen- 
gers compared with DNL’s 115,282.) Each country put in 
a strong bid for its own chief airport being the main trans- 
Atlantic terminal of SAS. Between Norway, which pressed 
the claims of Sola, near Stavanger, and Sweden, intent on 
building a great new airfield north of Stockholm, to be known 
as “Stockholm-Attunda” there has been considerable 
friction. Meanwhile, the Danes at Kastrup, Copenhagen’s 
airport, handle nearly as much traffic as the other countries 
together. 


Copenhagen Talks on Airlines 


These cumulative disagreements reached a head last 
summer. In August a committee was set up to advise on the 
reorganisation of SAS. Its report, which was discussed in 
Oslo in January, stressed the many advantages accruing from 
co-operation and put forward various suggestions for improv- 
ing it. In particular it recommended that SAS should be 
reorganised to form one company with a single balance-sheet 
(thus avoiding, in this case, triple taxation), a single manage- 
ment and a single managing director instead of a tripartite 
concern handling the foreign business of three separate com- 
panies, each of which is taxed and each of which has its own 
management. In this way economies were expected amount- 
ing to about £875,000 a year. 


A sub-committee was appointed to consider these pro- 
posals or to suggest alternatives and, at the beginning of 
May, a conference was held in Copenhagen attended by the 
Finance Ministers and Ministers of Transport of the three 
countries. Apparently they reached no decision. And there 
appears to have been considerable disagreement between 
the Norwegians on the one hand and the Swedes and Danes 
on the other. Discussions continue behind the scenes, 
although the only indication of how they are going is to be 
had from the announcement at the end of July that a meeting 
of Ministers due shortly to settle the reorganisation of SAS 
had been postponed until the autumn. 


_ How much of this is applicable to any West European 
international air company ? Very little, it seems ; and the 
experience of SAS does not augur well for co-operation at 
this stage of a fiercely competitive industry. The greater 
resources and traffic potential of, say, Great Britain, France 
and Germany would make disagreement on the major ter- 
minals unlikely, since, unlike the members of SAS, each 
country could easily maintain several. But the competing 
interests of their aircraft industries might cause much more 
friction. This is a factor which does not affect SAS, which 
uses either American or British machines, although the new 
Swedish SAAB “ Scandia” is on order. But Sweden alone 
of the three countries builds aircraft so there is no cause for 
internal dispute on that ground. Constitutionally, the com- 
pany might have had an easier passage if there had been 
a greater delegation of national sovereignty in the beginning. 
But if that had been pressed, SAS would probably not have 
existed at all. This, however, is the crux of the present pro- 
tracted negotiations. Meanwhile, the silver aircraft fly on 
bearing the three shields of Norway, Sweden and Denmark 
and the Viking dragon as their crest. 
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y BUTTERLEY 


We undertake the design, construc- 
tion and erection of road, rai] and 
other bridges, either by riveted or 
welded fabrication. The modern 
methods we employ are backed by 
our wide experience of bridge 
building—stretching back for over 
a century and a half. 


A sensible policy for process steam—No, 16 


The Steam Circulation 
System 


BY SPIRAX 


This week’s notes are intended particularly for those 
readers who have an interest in process steam equipment 
such as platen presses, textile tentering machines, tray-type 
drying stoves, and others in which the cross-sectional 
area of each steam space is little greater than that of its 
Steam inlet. 

As you have read, heat transfer from process steam 
can be vastly improved by reducing the thickness and 
the resistance of the stagnant films of air and water at the 
heating surfaces. 


In certain kinds of plant, such as those mentioned, 
something more can be done. 


By accelerating greatly the velocity of the steam over 
the whole of the condensing surfaces, the character of 
the residue of the stagnant films is changed from streamline 
flow to turbulent flow. The effect is to “scour” the 
filmed surfaces, to an extent that the heat can even more 
swiftly penetrate to the process. 


That, very briefly, is the function of the steam circulation 
system and some notable results are being achieved. 


Correspondence to: Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Jen. 14, “A sensible policy for process steam”; 
Jan. 28, ** Who controls your steam stores?" ; Feb. 11, “ Do you get full value from your 
steam ?”; Feb. 25, “* What steam costing will tell you’; March 11, “ Meter your steam 
to get the facts”; March 25, “ Why have a boilerhonse?”; April 8, “ Four pillars 
of process steam wisdon’"”; April 22, “* Proceas heat transfer decides plant earnings " ; 
May 6, “ Resistant film ¢. process economy”; May 20, “ The air film handicap on 
output"; June 3, “* Removing the air film handicap”; June 17, “ Water film againet 
process output”; July 1, “ Individual steam separation”; July 16, “ How are your 
steam traps chosen? "’; July 29, “ Betier steam trapping, better output economy.” 
STILL TO : Aug. 26, “ Sieam pressures under control’; Sept. 9, “ Thermo- 
static control simaplified "; Sept. 23, “ Intelligent use of ‘waste’ hent from sieam ” ; 
Oct. 7, “ Flash steam on the agenda”; Oct. 21, “ Bettef condensate return systema ™ ‘ 
Now. 4, “ A place for the automatic pomp”; Nov. 18, “ Heat transfer summing up " ; 
Dec. 2, “ The more you know about process steam"; Dec. 16, “ Two instructional courses 
for steams executives ”; Dee. 30,“ For advive on process steam probleme.” 
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Output in the first six months of 1950 
was 8,309,000 tons of steel — 360,000 


tons more than in the best previous 





six months. 


In high production and low prices 
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construction are devoted to export, and 
are earning millions of pounds in foreign 
currencies, The other half is helping to 
re-equip, expand and modernise Britain’s 


own productive capacity in coal, steel, 

















gas, electricity, chemicals and food, In 
the building of new power stations, colliery 
equipment, coke ovens, chemical plants, 
granaries and flour mills, the Simon Engin- 
eering Group is pulling its full and 
substantial weight—helping the nation to 
increase its own resources and pay its 


way in the world, 
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Economics of Rearmament 


I.—Measuring the Burden 


Can thoughts on the Government’s memo- 
.) randum on defence, released just as last week’s issue 
of The Economist went to press, suggest that it is even 
more difficult than was apparent at first glance to make 
sure estimates of its economic implications. Not unnatur- 
ally, there was a tendency to assume at the outset that 
the memorandum reflected a rapidly devised programme 
for spending a total of £3,400 million over three years. 
But now it is clear that no such programme yet exists. 
The memorandum is simply a statement of what the 
Government is “in principle” prepared to do—on 
certain conditions—and the £3,400 million is an “ upper 
limit.” The limit itself has been set by the Govern- 
ment’s estimate that any bigger programme would rule 
out a continuance of economic recovery (which the 
United States recognises as necessary for the achieve- 
ment of “security” in its widest sense) and would 
require direction of labour and requisitioning of factories 
‘which the Government is not prepared to reintroduce) 
or would involve creation of new capacity (“‘ which could 
not have rapid results”). Within the limit thus deter- 
mined, the extent of the programme is stated to depend 
upon the extent of American assistance, in the form of 
materials, plant and free dollars ; and the pace of the 
programme will be strongly influenced by the speed with 
which this aid is given. 

It will be seen that, at least in the short run, this condi- 
tion introduces a second and lower limit. The American 
Government will doubtless speedily promise liberal aid. 
But, as in 1940-41, Britain is not the only applicant, 
and the supplies that are sought—such as specialised 
machine tools—will inevitably be those in keenest 
demand. Unless the American Government rapidly 
restricts civil industry much more drastically than Britain 
is at present intending to do, it seems clear that for some 
time to come the flow of material aid to Britain will be 
conditioned by sheer physical shortages. If, therefore, 
the Government’s insistence upon the crucial role of 
American aid had to be taken quite literally, this might 
mean that Britain’s defence expansion would proceed 
very slowly indeed. In practice, however, there is little 
doubt that the Government will rely upon America’s 
promise rather than upon the actual flow of supplies, 
and will put in hand whatever programme of defence 
production can be reconciled with the general domestic 
conditions it has laid down. Moreover, if the inter- 
national situation deteriorates further, these conditions 
would obviously be modified or abandoned. 

These many imponderables show how shaky is the 
foundation for assessing at this stage the nature and 
extent of the burden Britain will have to bear. It can 
be argued, at one extreme, that the overriding conditions 
and physical shortages and the inevitable time-lag 


between planning and production will so restrict the pro- 
gramme in the early phase that the burden will not 
become perceptible, except for its pressure at isolated 
points, for perhaps twelve months to come. At the other 
extreme, it is being contended that there is at present 
an appreciable slack in the production potential of 
Government factories and contractors already engaged 
On munitions work, and that considerable resources 
would be absorbed if output were stepped up for equip- 
ment that is already in production there. The deadweight 
of such outlays would be felt quickly, and the burden 
would be further increased if American deliveries of key 
items of equipment formed the basis, as they might well 
do, for much larger schemes of plant extension here— 
for example in the ordnance factories formerly engaged 
on civil production. On this argument, the dislocating 
effects of the expansion might conceivably be greater in 
its first year than in the second or third. 


It is quite certain, however, that so long as the Govern- 
ment keeps within the terms of its memorandum, even 
the most determined effort will not raise expenditure in 
the fiscal year 1951-52—which is apparently regarded as 
the first year of the programme—to the average 
maximum contemplated for the three years. In 1949-50 
the actual expenditure on defence was {759.9 million, 
and in the last budget the estimate for 1950-51 was 
£780.8 million—an increase of {21 million without 
counting {9,500,000 to be specifically borrowed for 
expenditure on married quarters. Hence the average 
annual outlay contemplated at the upper limit over the 
three years to March, 1954, represents an increase of 
£373 million (or 49 per cent) over 1949-50 and one of 
£353 million (45 per cent) over the basic estimate for 
1950-51. 


* 


The burden that the programme may involve at the 
limit can be appraised in two ways—first by considering 
it in terms of finance and relating it to the national 
resources as a whole, and, secondly, by trying to assess 
the manpower it would absorb and to estimate its impact 
upon the industries most directly concerned. From both 
points of view, and especially from the first, much 
depends upon the extent of consequential American aid. 
But even if the aid—in supplies and free dollars—were 
to approach one half of the gross outlay, it would be 
foolish to suppose that Britain can rearm without tears. 
That was possible in the early stages of the rearmament 
effort of the thirties, because there was then a large pool 
of idle resources that could be tapped. Now, however, as 
the Government memorandum points out, Britain’s 
economy is “fully stretched.” The only way in which 
the total output can be without measures of 


special mobilisation of manpower is by increasing the 
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” 
average output of workers already in employment— 
through increased efficiency and/or by longer hours of 
work. Unless additional output obtained in this way 1s 
at least equal to the net additional burden of defence, 
there must inevitably be some contraction in the invest- 
ment programme or in civil consumption or a return to 
an “ overall” deficit on the balance of external payments 
—and probably a combination of losses under all three 
heads. Indeed, for these losses to be avoidable, the gain 
in total production would have to be much larger than 
the increase in the deadweight of defence, because of the 
wastage that inevitably arises where the industrial and 
export pattern is changing, and because of the impossi- 
bility—in the absence of more stringent physical 
controls and powers of labour direction—of shifting 
resources rapidly from one industry or area to another. 


* 


Since the Government will presumably avoid the 
deliberately inflationary process of bidding for industrial 
capacity in competition with civil demands, the pace and 
scale of the programme will apparently depend mainly 
upon the volume of work that can be set going in its own 
factories or by amicable agreement with contractors. 
But although the Government declines to adopt wartime 
powers, it is apparent that some resources will be 
released by “ physical ” measures—notably, no doubt, by 
specific cuts in the investment programme and in releases 
for civil use of Government imports of materials. These, 
indeed, are almost the only methods available for the 
diversion of resources—unless the Government deliber- 
ately sacrifices the export drive and drops its propaganda 
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pressure upon the reluctant exporters. Subject only to 
the cuts that may thus be imposed upon investment at 
home and abroad, every increase in defence outlay th 
is not specifically covered by additional output at the 
points where the burden presses is likely to add to the 
tempo of inflation. This would be true even of such 
part of the outlays as were “ covered ” by the receipt of 
free dollars—if these dollars were added to the reserve; 
instead of being expended in additional imports so as to 
cause a deficit in the “ overall” balance of payments. 


Much has been made in some quarters of the 
importance of avoiding the “ mistakes ” made in the past 
ten years, by using stern fiscal devices to enforce 
economy in civil outlays and thus to divert resources to 
defence in a non-inflationary way. The argument here 
is in principle unassailable, and the counsel would be 
wise counsel if the level of taxation were not already at 
or beyond the peacetime maximum for disinflationary 
budgeting. But in fact, though the tax collections might 
be increased if tax rates were raised or new imposts 
devised, there is no doubt that a large part of the dis- 
inflationary force of this increase would be at once 
neutralised by countervailing drafts upon private savings. 
The hard fact is that defence on a “ business-as-usual ” 
footing means defence-by-inflation. Paradoxically, that 
is one argument for the Government’s apparent opinion 
that no emergency budget would be needed this year 
Such a budget could not serve its full purpose unless the 
Government were prepared to admit that an emergency 
has arisen—and were prepared, in consequence, either to 
cut its own civil expenditures and/or to enforce and 
exploit economy in private expenditures by recourse to 
mobilisation measures of control and direction. 


Ii._—Is Productivity Enough ? 


To prove that the measure of rearmament that is need- 
ful can be provided entirely out of prospective increases 
in productivity during the next three years would entail 
an exercise in the higher logistics. It is possible to be 
sceptical about this point and to concede at the same time 
that it is a convenient assumption for the Government to 
make. The notion of foregoing what is just around the 
corner has been a convenient way of presenting 
“* sacrifices ” to the country on earlier occasions, though 
it has not avoided the need for real sacrifices later. 
Whether the precedents of innocuous capital “ cuts ” 
followed eventually by devaluation will be repeated in 
the changing phases of rearmament cannot be foreseen ; 
but the possibility is real enough to make any discussion 
of “ painless” rearmament through increased produc- 
tivity highly conjectural. 

In the first five months of this year, the physical output 
of industry seems to have increased by about nine per 
cent compared with the corresponding period of 1949 ; 
discounting this increase for the rise in the labour force, 
it would seem—with perhaps greater reservations—that 
productivity in industry was increasing at a rate of about 
6 per cent in the first part of this year compared with 
twelve months earlier. The “ Economic Survey ” in its 
projection of the division of the national income had 
assumed an increase for the whole of 1950 of 34 per cent. 
Therefore, so far as the figures go, they suggest a poten- 
tial increase, beyond the forecast already made for this 
year, of 24 per cent, which in money terms would be 
worth about £250 million. 


This calculation in itself has no immediate relevance 
to the rearmament programme outlined last week ; the 
only thing quite certain about that programme is that 
it cannot get under way in the current calendar year, 
and the Government does not claim that it will. To 
examine the contention that room can be found for the 
rearmament programme, on top of all the existing and 
prospective claims upon the national output for con- 
sumption, new investment, other Government expendi- 
ture, and exports, involves making guesses about the 
future course of industrial productivity during the next 
three years. Industrial output is worth about £6,000 
million a year. If productivity were in fact to increase 
regularly at 6 per cent per annum in each of the next 
three years, and if all other demands on the national 
income remained unchanged, there might be output 
worth {£360 million to spare for defence in Year I and 
nearly {1,200 million in Year III. That a considerable 
increase could be secured from existing resources of 
plant and manpower can hardly be denied ; if half the 
precepts contained in the reports of the productivity 
teams that have lately visited the United States could be 
applied overnight, astounding results could be produced. 
But that would still leave unanswered the question 
whether the required increase in productivity specifically 
to furnish new means of defence was in fact likely to 
emerge in the right places. Admittedly, any general 
increase in productivity would assist, for even where it 
occurred in civil industries, it could in theory releas¢ 
resources for use on defence work without impairing 
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civil output. But the frictions that impede such shifts 
of resources have not been eased by the experience of 
brimful employment in recent years. It would certainly 
be safer, at this stage, to concentrate attention on those 
industries most proximately concerned with rearmament. 


* 


The table that follows gives a necessarily sketchy 
picture of the course of productivity in certain industries 
since the second quarter of 1948. The method adopted 
takes the percentage movement in the two indices of 
production (the official interim index and the London 
and Cambridge index) between the second quarter of 
1948 and the first quarter of this year, and then discounts 
this percentage change in output by the change in employ- 
ment since June, 1948, in the industries shown. 
Owing to the alteration in the method of computing 
employment that took place in the middle of 1948, it is 
impossible to go back beyond that date ; to do so would 
in any case risk adding to the already considerable statis- 
tical hazards of computing changes in productivity in 
this way. The official interim index for all industries 
suggests an increase in productivity between the second 
cuarter of 1948 and the first quarter of this year of 12 
per cent—say 7 per cent per annum. The “A” index 
of the London and Cambridge Economic Service, on a 
working day basis, suggests an increase of 9 per cent, 
or §} per cent per annum. The two results are close 
enough to postulate a recent increase of 6 per cent. But 
there is a marked difference between this result for th 
increase in productivity of industry as a whole, and the 
achievements of particular sectors : — 


RovuGH PROpUCTIVITY ESTIMATES 
First QuARTER 1950, COMPARED WITH SECOND QuARTER, 1948 


} ' i 
| j | Percentage 
Production |Employment | — 
Apr.-June | (June a 
JO48 100) | 1948-100) | Productivity 
se rr a during 
| Period 









Based on official interim index :— 
AR WOGURTIE oo. or Soca in eK Ew ss hs c8 114-8 102-6 12 
Metal manufacture—ferrous .............- 110-1 101-8 & 
Engineering, shipbuilding and electrical goods 106-4 99-6 7 
Vehicles eee Te CER OE COPEL Te Eee 137-9 103-5 33 
Other metal moet. oes os iis ees -t 110-8 99-6 ll 
Precision. inetrwmne gs sn ek tees kasaue 153-6 106-5 44 
Chemicals and allied trades .......... <a 111-8 105-7 6 
Food, drink and tobacco ......... ae 108-3 104-3 4 
Ruilding and contracting .............-.-. 100-0 98-3 2 
LORE in ska 6 SRAM MA wae ea S eRe we 120-5 108-1 ll 

Pased on London and Cambridge Index :— 
Index “‘ A" (per working day) ........... 112-2 103-1 9 
Metal peoduetitie*: ois. 'c5 3.25 8s eho ov ees 109-6 100-8 9 
Shipbuilding and repairing ...........000+ 82-1 89°8 ~~ 9 
Motors, cycles and aircraft ............00. 145-3 106-8 % 
Cheinieals and allied trades ...........0.- 115-5 105-7 9 
Food, drink and tobacco ............2ece- 101-0 104-3 -— 3 
Building, building materials and furniture 

PS WE oo laces ma eee tere cues 100-0 100-1 “. 
lextiles 


RETR SATS SORTS eth od 116-2 | = 108-1 


With the exception of two cases, all the separate estimates 
for particular industries comprised in the official index 
show an increase in productivity during the period which 
is below the average. The two exceptions are so 
brilliant—vehicles with an increase of 33 per cent and 
precision instruments with an increase of 44 per cent— 
that it is obviously necessary to treat their performance 
aS a special case. The same irregularity of pattern 1s 
shown in the estimates based on the London and Cam- 
bridge index in the second section of the table ; the 
figures generally are lower, and they indicate, indeed, 
one or two industries where falls in productivity may 
have occurred. The precise changes shown by the figures 
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are not primarily important ;. the significant. thing that 
they reveal is that any calculation that suggests that 
rearmament can be provided out of accruing productivity 
must take into account the fact that the accrual is not 


_evenly spread among industries. 


The case of vehicles suggests an obvious note of 
caution. By either basis of calculation, the increase in 
productivity in this industry (or complex of industries) 
has been proceeding in recent periods at a rate of about 
20 per cent per annum. An increase of this kind cannot 
be the result of some sudden change in technique or some 
sudden access of productive energy on the part of the 
labour force. The industry is as conscious as most 
industries of the need for higher productivity ; that it 
has so far excelled the rest is due largely to the fact that 
in the past year or so it has seen the fruition of its post- 
war reconversion and has been confronted with the need 
to make few major changes of design. The new models 
today are substantially the same cars as in 1948, and 
there are more of them; high productivity has been 
achieved by producing many more of the same things, 
getting the most from existing plant and labour resources 
but not having markedly to change them or increase 
them. The achievement recalls Mr Churchill’s wartime 
dictum about munitions: “In the first year, none ; in 
the second year, a trickle ; in the third year, a flood.” 
High productivity means in this case exploiting to the 
full productive arrangements that are already geared to 
high output. To change the character of the output 
would obviously affect, perhaps in considerable degree 
and for a considerable period, the productivity increases 
that have been scored in the last year or two. 


It happens that vehicle production would be one of the 
industries principally affected by large-scale rearmament 
needs ; it is here that major dislocation would be quickly 
felt, and there is no evidence in the productivity achieve- 
ments of the majority of other industries (even of the 
other metal using industries) that their pregress would be 
sufficient to release resources that could be quickly spared 
to ease the dislocation at its worst points. Until the 
rearmament programme is known in much fuller detail, 
it will, of course, be impossible to measure the impact of 
such dislocation. But it may be noted that deliveries of 
passenger and commercial motors (for home and export) 
were worth about £275 million last year. If the average 
increase in defence expenditure to be provided out of 
home resources is put at £200 million a year for the 
next three years, the impact on the vehicle industry could 
be considerable. It would obviously be prudent, there- 
fore, not to count on the maintenance of the recent 
average increase in productivity in the first stages of the 
rearmament programme—not, that is, if the programme 
itself has teeth in it. According to forecast, the pro- 
gramme does not seem large by comparison with the 
output that can eventually be made to meet it ; but it has 
to be absorbed by an economy already fully occupied, 
and unwilling, under its Government’s guidance, to 
make any noticeable change in the present disposition 
of its national income. It is the more probable, ther>- 
fore, that the intrusion of defence orders at specific 
points in industry—together with the effects of formal 
or informal controls over their output—may have fairly 
severe repercussions for a time on their productivity. If 
this is so, it enhances the argument that the inflationary 
risks of the programme, as it is at present conceived, are 
likely to be more directly felt in the early years than in 
the later years. 
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I1l.—Manpower at Stretch 


WESTERN Europe is not without a reserve of 
unemployed labour, but this reserve is relatively small ; 
most of it is in Italy and Germany, and hardly any 
is in Britain. The total of unemployed in Britain on 
June 12th was 282,000—only about 1.4 per cent of the 
total of insured workers. The figure includes casual 
workers who happened to be out of work on that day, 
and the official analysis shows that less than half of the 
total had been unemployed for more than eight weeks. 
Thus, while a remnant of the “ hard core ” of the prewar 
unemployment problem still lingers in what were once 
the depressed areas, the British total of unemployed 
today is for the most part a reflection of the number of 
workers who at any given moment are in transition 
between one job and another. Even viewed in this way 
it is an extremely small total suggesting great steadiness 
and continuity in the pattern of production, and if there 
is in fact to be any widespread shift from civil to military 
production, the disturbance would be more likely in the 
short term to lead to an increase than a decrease in 
unemployment. 

Once the needs of recruitment for the forces are faced 
it seems likely that the Government’s problem will not 
be to increase the industrial labour force but to prevent 
it from shrinking. But it is becoming apparent that the 
demand on the labour force, in terms of physical product 

equired, will be greater than ever before. The brunt 
of this increased demand is to fall on the metal-using 
industries, the principal suppliers of equipment to the 
forces. These industries are the suppliers of new plant 
for industry in general. They have also been in recent 
years one of the most successful groups of industries in 
the export drive. It seems clear that something will 
have to go, and the Government appears to be faced 
with a painful choice between allowing exports to fall 
off and causing the expansion and re-equipment of 
industry to be slowed down. The Government’s memo- 
randum to the United States government last week 
indicated that exports were likely to suffer. 

But it would be too optimistic to suppose that the 
supply of new capital equipment to industry will not 
suffer as well ; the question is how far it is to suffer and 
whether a new period of technological stagnation, the 
second in fifteen years, can be avoided. Clearly it will 
not be avoided unless the output per man-year of the 
existing labour force in the engineering industries can 
be increased quickly. This is a first condition. But the 
engineering industries will also need to recruit new man- 
power, and since they cannot draw this manpower from 
any reserve of unemployed they will have to draw it 
from other industries if they can. 

For some years the Government’s manpower policy 
has been concentrated, though without any great positive 


IV .—Export 


THE metal-using industries have, broadly speaking, 
made the greatest strides towards higher productivity ; 
they are also the biggest contributors towards the export 
effort ; and they will be among the first to feel the con- 
sequences of rearmament. It would be easy to argue 
that American assistance towards rearmament, coupled 
with some reduction in unrequited exports (either in 


effect, on strengthening certain industries that were held 
to be “ essential ” on a set of criteria that may now have 
to be changed. Textiles, pottery, and certain others 
were put high on the list in 1948 on the ground that they 
were able to contribute largely to the export drive while 
making only slight demands on the scarce supplies of 
steel. Coal mining was made the subject of an ambitious 
recruiting programme which, in the event, failed even 
to prevent a decline in the mining labour force ; and the 
improvement in coal output has been achieved not by 
recruiting more miners but by raising output per man- 
shift. Agriculture has suffered a slight loss in man- 
power since 1948 in spite of official campaigning. Only 
in the textile industries have the Government’s attempts 
to influence the movement of labour shown any marked 
success. 


“ Essential” is a movable concept, and no doubt the 
mark of priority will soon be shifted to other industries. 
But it seems necessary to consider whether means can 


DISTRIBUTION OF MANPOWER IN GREAT BrITAIN 1948-50 
Thousands 


Mid- End- End End-) 
1948 1948 1949 19 


| 93,146 


Total working population ..............+000+ 





23,185 | 23,318 | 25,324 
Strength of H.M. Forces............. Sy PLA ee ' 846 808 725 633 
Service men and women on release leave..... | 92 18 il 
Se ee nite oon 
Coal mining (total manpower) ............... 787 788 771 
Other mining and quarrying................. j 82 82 82 8 
Gas, electricity and water..............+000- j 296 OL 319 524 
Transport and communication ............... 1,814 1,803 1,805 1,897 
NN eR Oe. Ded oe ee 1,227 1,230 1,225 1,218 
TEE So nak wiked beh ee oS aS UEC cs dcaackeeeu 41 41 4} 41 
Manufactures :— 
Chemicals and allied trades ............... 426 | 433 449 449 
Metals, engineering and vehicles ........... 3,904 3,921 3,922 95 
DORE ican nbs cctuniatioeibadeke iabeked 948 971 1014 ) 
Clothing Puan d soo sdbn cen me eabhnrs nee 700 | 716 754 
Food, drink and tobacco..........cccccccs 725 | 7338 765 
Fe ape 1411 1,422 1,459 
Building and contracting................ss0. 1,497 1,480 1,462 
Se NN oo ak vhs kn ns ccsteeee es obi 2,689 2,739 2,814 
Professional, financial and miscell. services.... 3,925 3,876 3,879 
Public administration :— 
National government .........cccccecsceeee 6838 694 669 
LOG OVNI ons oa sc. he ea wide cnet 766 776 784 
Total in civil employment................... 21,926 | 22,011 | 22,222 
Registered unemployed..........ccccccececes 282 348 360 


Source: Ministry of Labour Gazette 


be found of making the priorities more effective in the 
future than they have been in the past. Very full employ- 
ment will no doubt continue as a powerful factor 
inhibiting any deliberate attempt to change the distribu- 
tion of manpower. So will the housing shortage. The 
third powerful influence tending to keep manpower 
immobile has been the attempt to prevent any movement 
of wages. Long before the outbreak of war in Korea 
it was becoming apparent that the “ freeze” of wages 
could not much longer be maintained. The arguments 
for attempting to form a wages policy, of a positive and 
not merely a repressive kind, may soon be compelling. 


Policy Now 


redemption of wartime loans or in new overseas invest- 
ment) and with some greater willingness on the part of 
the overseas sterling area to build up its sterling balances 
may, in combination, reduce the strain on Britain’s 
balance of payments to reasonable—indeed comfortable 
—pProportions. But this would be a short-sighted view. 
For a variety of reasons, the continuation of the maximum 
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export effort that is compatible with effective rearmament 
is the only safe course to adopt. 


To relax the export drive would make rearmament 
easier industrially—and also financially, so long as over- 
seas creditors could be found to assume the burden of the 
British balance of payments on our behalf. But there 
are commitments to overseas countries for the supply of 
goods to relieve their own economic and political pres- 
sures, and these commitments cannot be tossed over- 
board. Secondly, the British balance of payments, after 
four years of painful effort and generous American assis- 
tance, seems to have been roughly balanced in the first 
half of this year ; that is an achievement that only folly 
would throw away. Thirdly, the demand for sterling 
area primary products in the United States has out- 
stripped all records, and has come close to solving the 
British dollar problem ; it remains a primary obligation on 
the British economy to give sterling area countries over- 
seas good value for the gold and dollars they are earning. 
Fourthly, although America’s own preoccupations with 
defence mean some slackening of its own export effort 
and hence the possibility of greater opportunities for 
exporters in other countries, Britain’s own responsibilities 
for paying for the increased cost of imports (partly the 
consequence of devaluation and partly the consequence 
of the American boom) are very great ; the increase in 
import costs will be of the order of £300 million this 
year, so that more than half of the value of the expected 
increase in productivity must be earmarked to meet the 
deterioration in the terms of trade, and the prospective 
fall in Marshall aid. 


To secure the necessary contraction in home supplies 
and shift output towards exports and defence would 
entail policies far more draconian than the Government 
is prepared to contemplate at this stage. There are some 
industries—the motor industry happens to be one— 
where a system of more or less informal control has 
been built up. But this appears to rest on allocations of 
sheet steel (which should be less scarce in a year’s time) 
and on dubious threats (in the past) of nationalisation. It 
is not a very satisfactory permanent system, and it has 
already cut down home supplies of passenger cars at 
least to meagre proportions. Most of the metal using 
industries work under similar compulsions or keep a sharp 
watch for official nods and winks. The following table 
shows the production record of certain of these industries 
and the proportion stated to be for export. In 1949, for 
instance, two-thirds of the number of passenger cars 
produced and over half their value were earmarked for 
export ; for commercial motors the figures were about 
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one-half and one-third respectively. Nearly two-fifths 
of the tractors and agricultural machinery, between a 
third and a quarter of the turbo-alternators, three-fifths 
of the internal combustion engines and more than a third 
of the machine tools were produced for export :— 


TOTAL PRODUCTION AND Export PRODUCTION OF CERTAIN 
ENGINEERING PRODUCTS 





Total Production Production for Export 


1947 1948 1949 1947 1948 1949 


Passenger cars and chassis (no. per | 

month) . 0... ccc cee eee cece cece e | aH Gee | 27,576 |34,358 | 12,914 | 19,350 | 22,683 

Do. deliveries (£000 per month) | 7,796 9,385 |12,059 3,367 5,272 6,441 
Commercial motors (no. per month) | 12,889 14,169 | 18,031 4,200 6,983  &,898 

Do. deliveries (£°000 per month) 7,279 | 9,125 |10,613 | 1,902 3,460 3,795 
Agricultural tractors (no. per month) | 4,800 | 9,800 7,500 | 1,500 | 6,100 | 4,700 
Agricultural machinery (¢ mn. per | 

yoat oa. evens Wasanoren a | 42-7 69-2 | 63-9 9-0 | 28-2 26-1 
Turbo-alternators (‘000 kW _ per | } j 

month) .. nik ot aka ee Cae . | 86-3} 112-0 | 165-0 | 38-6 39:0 | 47-8 
Internal combustion engines ({°000 | 

DOE MID. 5 coe 60 5. 8 Fs nb ce ees 1,702 | 2,256 | 2,787 780 | 1,078 | 1,546 


Machine tools (f°000 per month).... 


| 2,127} 2,591 | 2,968 870 a 1,168 


Source : Monthly Digest of Statistics. 


To cut any of these leading lines of metal exports would 
be misguided. The home market can in some cases take 
further cuts—for example in passenger cars. But where 
home civilian supplies are already severely controlled 
and new demands for rearmament are particularly 
urgent, there may be no recourse from at least attempting 
to switch the export effort from the present concentra- 
tion on metal products to “soft goods.” It would be 
sanguine, of course, to expect a great deal from such a 
policy ; it has been tried before, in the hope of assisting 
the urgent demand for new investment in plant at home, 
and it was not very successful. And it is obviously in 
conflict with the recent trend in exports, as the following 
table shows : — 
CHANGE IN VALUE OF UK Exports 
January—May, 1950 compared with year 1949 


Per cent 
Tron and steel and manufactures .............. +17 
DRROCRRRITY .0.5.cinc 04 Henn td RHEE ER Os em nenale. +11 
Vehicles, locomotives, ships and aircraft........ +30 
Woollen and worsted yarns and manufactures .. +19 
Cotton yarn and manufactures ............-.-. — 8 


To make the necessary partial shift from exports of metal 
products to textiles depends, of course, on something 
more than the necessary changes of demand in the home 
market. It depends even more directly on the willing- 
ness of the overseas buyer to take fewer engineering 
products and more textiles and that he may not be willing 
to do unless there are changes in relative prices of an 
order that seems quite inconceivable. Greater home 
demand for textiles is likely in any case to accompany the 
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inflation of domestic incomes. Export policy thus 
presents all the elements of uneasy compromise. If a 
big fall in exports of metal products is to be avoided, 
greater resort to physical controls and all the familiar 
forms of velvet glove suasion is likely to be needed to 
ensure that the cuts fall at home and not on exports. 
That involves some form of rationing, at least to it 
extent of some crude list of priorities to be administered 
by the industries concerned. Beyond this it is difficult to 
see how any large slice of the output of the metal-using 
industries can be diverted to rearmament without 
causing serious difficulties in exports as well as in home 
supplies. 

Yet it is imperative that the export effort should be 
maintained. The efforts of this country to secure a 
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balance in its overseas payments must not be squandered 
even at this critical phase in world affairs. They them- 
selves represent a crisis partially surmounted, and all the 
experience of war itself—as manifested in the Lend- 
Lease Export White Paper and the shackles of Clause g of 
the American Loan Agreement—shows how dangerous 
it would be to impair the export effort now. No doubr, 
these questions may soon be raised again, perhaps in 
disagreeable form, from across the Atlantic. The best 
way of resisting them, in the interests of world recovery 
and political stability—to say nothing of eventual British 
economic independence itself—is to maintain as far as 
maybe the export obligations that Britain has assumed 
and to do nothing to impair them except under the 
direst necessity. 


V.—Mechanisation—A Case Study 


THE motor industry is bound soon to be affected by a 
change in Army mechanisation. Ever since what has 
become known as the “B” range of engines was 
developed, it was known that complete re-mechanisation 
was inevitable ; the only question has been when sanc- 
tion would be given for the expenditure it would involve. 
The range consists of three petrol engines of four, six 
and eight cylinders respectively. Between them they 
represent a range from 75 to 160 brake horse power ; 
they provide a power unit for every type of army vehicle 
likely to be required. The military value of these engines 
lies not so much in their performance as in their con- 
struction. The bore and stroke are the same for all three 
and except for those few components (23 out of the 207 
parts in each engine) whose dimensions are dictated 
absolutely by the size of the engine, all the parts are 
common to all three engines. A fourth engine has been 
developed from this range to serve in a cross-country 
jeep-type vehicle but because its dimensions are unusual 
it contains a larger number of non-standard components. 


The idea of producing a standardised range of engines 
for all types of vehicles originated with Rolls-Royce Ltd. 
nearly twelve years ago when the firm’s engineers were 
appalled at the military supply problem created by using 
as many as 27 different types of engines in one division. 
The range was evolved from the standard 40/50 Rolls 
engine, simplified, lightened and strengthened to fit 
military requirements and given a long life between over- 
hauls. By the time the engines were developed, which 
was not until 1945, the War Office was in no position to 
order the change-over of vehicles to the new range, 
particularly since standardisation would pay dividends 
only when adopted throughout the Army. For a con- 
siderable time past, these engines have been fully 
approved and tested by the Ministry of Supply and the 
Army, and matters have rested there. Rolls-Royce have 
instilled them in fire engines and they would have 
obvious advantages for owners of large civil fleets of 
vehicles (the Overseas Food Corporation might be an 
example) since they not only reduce the number of spares 
carried but eliminate the confusion among semi-skilled 
mechanics that arises in finding the right component 
for a specific engine. Since the Ministry of Suppiy has 
adopted the engines as its standard specification for 

‘military vehicles, it is almost certain that the expansion 
and re-equipment of the army will inevitably start off 
this delayed change-over to the “B” range of engines. 
There are indications that the preliminary moves are 


already being made. The sooner the change is com- 
pleted the more rapidly will the advantages of rationalisa- 
tion be felt. This would best be attained by dividing the 
orders among a few firms who could tool up for really 
long runs ; if, as seems likely, orders are distributed over 
the entire motor industry, it will produce the maximum 
of inconvenience and the minimum of production 
economies. 


Should an emergency arise, production would, how- 
ever, be suitably dispersed, and in any case the motor 
industry will gain valuable experience in production of 
the engines. Since most of the big motor manufacturers 
are expanding their capacity, and since those who are 
not have surplus capacity, this might not prevent them 
from maintaining exports for a time, but it is 
certain at least to prevent any increase in the home 
market allocation that might otherwise have been 
expected. Further expansion of passenger car output 
beyond present levels is unlikely since there is no pros- 
pect of a large increase in sheet steel supplies until the 


Margam plant starts production in the second half of 
next year. 


The commercial vehicle section of the motor industry 
may find the military programme to its advantage. 
The manufacturers of commercial vehicles have not beeu 
finding it easy to meet the Government’s very ambitious 
export requirements, and they have not only been sub- 
jected to an additional tax but have also been virtually 
forbidden to supply more than a limited number of 
commercial vehicles to the home market. There has 
been some concern in the motor industry that this 
policy would lead to a cut back in production which 
would inevitably raise production costs and make exports 
even more difficult. Re-mechanisation of the army 
might remove part of this fear. 


The motor industry made both tanks and guns in the 
last war, but it is not likely to be asked to do so at the 
moment. The Centurion tank, which was designed by 
Vickers towards the end of the war, has been in produc- 
tion ever since both by Vickers and by the Ministry of 
Supply agents. The older Comet tank is in production. 
Both of these, and indeed the majority of British tanks, 
use the Meteor engine, which is really a modification of 
the Rolls-Royce Merlin aero engine. It may not be neces- 
sary to make any arrangements for increasing ta 
production other than increasing the orders now in the 
hands of the established producers. 
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Business Notes 


Steel and Defence 


Despite holidays, steel output in July has continued 
to break records ; output last month was at an annual rate 
of 14,366,000 tons, compared with 12,697,000 tons in July 
last year. Those who survey a dark scene for encouraging 
portents may note that the previous record for July stood 
at 13,145,000 tons—in July, 1940, when Britain stood alone. 
Clearly the steel target of 15} million tons of raw steel is 
likely to be surpassed this year quite comfortably ; it is 
significant that although the increase in the annual rate of 
production in the first half of this year was 722,00c tons, 
the July increase is well over twice that rate. New capacity 
is showing its paces, and there is no reason to apprehend 
any shortage of steel sufficient to impair the progress of the 
defence plans. Indeed, the steel industry’s own planning 
has for several months past been contemplating an expan- 
sion of total capacity to between 17 and 18 million tons, 
by the retention of certain units of older plant; this is 
likely to be achieved in time to meet the later stages of the 
rearmament programme. 


Certain shortages, of course, persist. Sheet and tinplate 
are particular examples, and here no major relief is to be 
expected until, in the second half of next year, the hot strip 
mill at Margam begins to turn out sheet in increasing quan- 
tities and the finishing plant at Trostre adds its large quota 
of cold finished sheet and tinplate to supplement the output 
of the hard-pressed old style mills. The new melting shop 
at Margam is based on an annual output of 1,500,000 tons 
of ingots a year, of which somewhat over 1,000,000 tons will 
feed the continuous strip mill. Eventually, therefore, some 
20,000 tons of rolled strip, sheet and plate are expected to 
swell the present weekly output, which has this year been 
running at about 46,500 tons a week, compared with about 
43,000 tons a week in 1937. These products, and a few 
others of less conspicuous importance such as boiler tubes, 
are the only instances of present shortages, and these can be 
expected to rectify themselves before rearmament demand 
becomes acute. That demand in itself might be considerable 
in the case of sheets, but on the assumption that the pattern 
of rearmament demand is not violently different from that 
of the last war, there should be adequate supplies of finished 
steel to meet it without jeopardising supplies for exports and 
capital construction at home. There is, too,- plenty of 
capacity for making alloy steel and armour. 


A hot war, of course, could change this broad picture 
overnight. Already there are certain signs of difficulty. 
German reports have recently been referring to “ the last 
quota” of German scrap shipments to Britain, now under 
negotiation in London ; the British steel industry obviously 
cannot rely beyond this year on the maintenance of the recent 
level of German scrap supplies. Competition for iron ore 
is increasing, both on the part of the German steel industry 
(now producing at a faster rate than the 11.1 million tons 
prescribed by the Allied authorities) and on the part of 
American buyers. Some relief is likely to be afforded by 
renewed British purchases of Newfoundland ore, now per- 
mitted by the Treasury, and supplies from French sources 
should be maintained. Other stresses are also appearing. 
Apart from the special American purchase of steel pipe from 
Stewarts and Lloyds which will absorb over £2,000,000 of 


“gasoline sterling,” direct American buying of European 
steel is becoming active. 


* x * 
Squeeze in Base Metals 


The Government broker delivered what at first sight 
appears to be a lethal blow to the tin market on Thursday. 
After the morning session he intimated that the market cou 


no longer rely on cash sales by the Ministry of Supply—in 
other words supplies of tin to the market were no longer 
assured, The Ministry is still the only large holder of tin 
in this country, and its offerings in the past had been 
somewhat limited. Government stocks which at the 
beginning of the year totalled 14,682 tons had declined to 
11,600 tons by the end of June. The Ministry apparently 
feels that it should hold a stock of 10,000 tons as a strategic 
reserve—at least until the situation in the Far East 
improves. Such a quantity represents no more than 
six months’ supply at the present rate of consumption. 
Consumers’ stocks have increased slightly during the first 
half of the year from 1,376 tons to 1,629 tons, but they are 
still less than a month’s supply. If supplies are not forth- 
coming from the Ministry’s stocks, the market will to all 
intents and purposes cease to operate, since it will take many 
months for production to expand sufficiently to increase the 
current supplies coming to the market. Discussions between 
brokers and the Ministry about the future course of action 
were proceeding as this issue went to press. On Thursday 
afternoon a nominal price of £780 a ton—an all-time peak— 
was quoted but there were no sellers. 


Tin and zinc are the only two non-ferrous metals of which 
stocks in Britain have declined during the first half of 1950. 
They are also the only metals of which the rate of consump- 
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tion during this period was substantially higher than for 1949 
Copper consumption fell very sharply last year and has again 
declined this year, while lead consumption has shown little 
change compared with twelve months ago. Production of 
copper, lead and tin in Commonwealth countries has con- 
tinued to expand while the output of zinc has remained at 
the same level as in 1949. As far as Britain at least is con- 
cerned, any increase in consumption of copper and lead for 
specific rearmament purposes could go some distance without 
necessitating any corresponding reduction in present com- 
mercial demand. Tin consumption could also increase 
somewhat, whereas zinc consumption is already at a very 
high level and imports this year have tended to decline. 


In the United States the squeeze in all base metals 
has been much more pronounced, and particularly for 
copper and zinc. Copper consumption in the first half of 
the year averaged 105,000 tons a month, rising from 92,000 
tons in February to 120,000 tons in May and June. Avail- 
able supplies have been estimated at 113,000 tons a month, 
of which 81,000 tons came from domestic production. Zinc 
consumption has averaged 64,000 tons a month during this 
period while the stockpile is estimated to have taken a further 
14,000 tons a month. Domestic production provided 68,000 
tons a month and imports 10,000 tons. Clearly, any increased 
demand for either of these two metals for the American 
rearmament programme is likely to involve some curtailment 
of commercial consumption. Even the demand for lead has 
tended to recover in the past few weeks and much of the 


stock accumulated during the first part of the year has already 
been sold. 
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Delays to the Viscount 


Last week British European Airways signed an order 
ith Vickers-Armstrongs Limited for 28 turbo-prop Viscount 
aircraft. This order was first promised four years ago and 
‘ater countermanded. Negotiations were reopened last 
August and have taken twelve months to complete. No air- 
craft will be delivered before the end of 1952, and none can 
be in service before 1953. Had it not been for these delays 
-hey would have been in service next year, and would have 
civen the British corporation a lead over its competitors in 
comfort, economic operation, low maintenance costs and 
rrestige Which it would be hard to exaggerate. The 
de Havilland Comet, which must have seemed a more 
ancertain proposition when it was ordered in its early develop- 
ment stages, will be in service next year. 

Vickers have been criticised in some quarters for post- 
roning tooling-up until the order was signed, and attempts 
may well be made to blame them for late delivery. But 
tooling-up imvolves a very large capital commitment, 
and as an adjunct to production orders have to be placed 
with innumerable companies making accessories. No firm 
could be expected to take such a risk, and in fact the wisdom 
of the delay is proved by the small size of the order. Last 
August it was announced that the Ministry of Supply would 
place an order for 40 aircraft for the two corporations. The 
final order is for 28, and the British Overseas Airways Cor- 
poration, which was to have used the Viscount on its dollar 
earning routes in the West Indies, is understood to have 
“deferred ” the placing of its order, presumably feeling that 
its Vikings have some years of useful life ahead of them. 


A spirit of caution which may be admirable has dictated 
the airline policy in circumstances is which a more 
adventurous spirit might have won a big prize in economies 
and in the attraction of custom. It has also involved the 
fairly costly modernising of the corporation’s old Dakotas to 
improve their standard of comfort until the Viscounts replace 
them. The first Dakota made its first flight 20 years ago. 
The prototype Viscount, now carrying passengers, was con- 
sidered technically perfect but operationally uneconomic. 
The production version, the 700, due to make its first flight 
shortly, has nearly twice the payload. The 701, the version 
ordered by BEA, contains further innovations dictated bv 
the corporation. No order was signed until it was certain 
that these alterations would give the aircraft the performance 
demanded by the corporation’s engineers. As customers 
they have obviously the right to demand this, but the 
vicissitudes of many aircraft, notably the Airspeed 
Ambassador which is still not in service, have arisen in 
attempting to meet a customer’s requirements against the 
original judgment of the manufacturer’s designers. 


There has also been some stiff price bargaining ; it is 
unlikely that BEA have agreed to pay the £170,000 which 
is the price estimate given for the Viscount. But weighing 
all this against what was at stake, should it nat have been 
possible for both parties to agree to the early signature of a 
contract containing penalty clauses? Such contracts are not 
unknown in the aircraft industry although they are unpopular 
and admittedly in this case they would have been further 


complicated by the need to bring in Rolls-Royce, the engine 
makers, 


* ® * 


Rubber Makes its own Rules 


The demand for rubber last week continued very strong 
and the price, in consequence, again soared. It rose by 
Sd. in a day to 4s. 2d. a lb.; the total rise for the week 
was Is, 2d. This week there has been an easier tendency. 
The spot price in London, which closed at 4s 1d. a Ib. on 
Tuesday, fell to 3s. 9d. by Thursday evening, while 
quotations for forward delivery declined even more sharply. 
Three months ago discussion was centred on whether two 
shillings a pound wou!d be the likely level of the market 
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during the coming months. Now the question is whether 
four shiflings can be maintained until the expansion in 
American synthetic production curbs the demand for natural 
rubber. The pressure is still on spot or near future supplies 
and, so long as consumption in the United States remains at 
its present high level, there is little reason to suppose that 
demand will slacken appreciably within the next month or 
so. British consumption is also at a higher level than a year 
ago. 

One thing at least is certain. The recent trend in the 
rubber market has defied all statistical computation. In 
the first half of 1949 world production of natural rubber 
total'ed 697,500 tons and consumption 732,500 tons. During 
this period the London price averaged 11 1/16d. a Ib. This 
year, world production in the first six months amounted to 
822.500 tons and consumption to 792,500 tons yet the price 
in the London market has averaged 1s. 7 §/16d. a lb. If 
these figures give any rational explanation of the market, the 
inference is clearly that supplies have been hoarded either 
by governments or by individuals and that these quantities 
are not included in the published figures. Purchases for 
the American stockpile, for example, are rightly excluded 
from American consumption figures. But such purchases 
during the first half of this year have been of the order of 
30,000 tons compared with 40,000 tons in the corresponding 
period of 1949. Again world stocks of natural rubber this 
year have declined by only 10,000 tons. Twelve months ago, 
the decline was nearly ten times that amount. The boom in 
rubber has been proceeding for nearly five months ; hence 
this discrepancy in the official statistics and the market 
behaviour cannot be explained by any temporary hold-up in 
shipments. Perhaps a more intelligent appreciation of the 
situation will be possible at the end of the year when the 
expanded output of synthetic rubber will at least take care 
of the most urgent demand for current supplies. 


x * x 


Changes in Cotton 


The rather frequent and marked changes in the price of 
American cotton during recent weeks has forced the Raw 
Cotton Commission to amend its method of announcing its 
price changes. Instead of notifying buying brokers individu- 
ally, details of alterations to its selling rates will in future 
be posted on the Liverpool and Manchester exchanges and, 
when possible, published in the daily press. The Commission 
has also had to curtail its facilities for providing cover for new 
business. In the past it has been possible to get cover up to 


7 p.m. on weekdays ; the closing time has now been brought 
forward to 4 p.m. 


The curtailment of these facilities is undoubtedly a retro- 
grade step, and spinners who require cover for individual 
overnight offers of yarn to overseas buyers will be particularly 
affected. But in a market where price movements even 
within a day could be considerable, the Commission pre- 
sumably had no alternative. Clearly it must be in a position 
to alter its selling prices overnight and not have to let a day 
elapse before announcing the new prices, otherwise spinners 
could anticipate such changes to their own advantage. The 
same reason applies to the reduction of the hours of business 
for obtaining cover. Any sudden change in the American 
market during the day could be hedged by spinners request- 
ing cover from the Commission that same evening. 


The American cotton market has certainly been erratic 
during the past six weeks, On the Friday before the outbreak 
of hostilities in Korea the New York spot price was 34.58 
cents a lb. By July 27th it had reached a peak of 39.95 cents 
a Ib., but subsequently fell back to 38.17 cents a lb. The 
publication last Tuesday of the first official estimate of the 
new American crop, which was smaller than had been 
expected, caused a recovery, and by Wednesday the New 
York spot price had risen to 39.35 cents a Ib. Movements 











334 


of this order are likely to continue until the world situa- 
tion becomes much clearer. At least the rise in the price 
of cotton caused many American growers to market the 
supplies which they had previously put into Government 
loan. Last season’s loan rate was fixed at 29.43 cents a lb. 
and the market was recently a full 10 cents above it. The 
basic loan rate for the new season will be 29.45 cents, but 
the market price is likely to remain quite appreciably higher. 
The American harvest is officially estimated at 10,308,000 
bales, compared with 16,127,000 bales a year ago. Thus, 
despite the larger carry-over (7,000,000 bales against 
5,000,000 bales), total available supplies of American grown 
cotton this season will be some 4,000,000 bales less than in 
1949-50. 


* * * 


Sterling Release to Pakistan 


This time last year, when the overseas sterling area 
was running a large payments deficit with the outside world, 
the British Government was justifiably criticised for allowing 
what seemed to be incongruously generous releases from the 
blocked sterling balances of the Asian Dominions. At that 
time India was allotted releases of £50 million for each of the 
years 1949-50 and 1950-51 and Pakistan was allowed a release 
of £17 million (including {5,000,000 for refugees) for 1949-50. 
Owing to the improvement in its balance of payments India 
has apparently managed to keep within the terms of that 
agreement ; it will not be necessary to make any sterling 
release to it for 1950-51 above the £50 million already agreed 
(in fact if the post-devaluation improvement in the Reserve 
Bank’s published sterling assets is maintained India should 
not have to draw even that amount). Experience with 
Pakistan, however, has been less satisfactory. That dominion 
has apparently been allowed releases of £31 million (instead 
of the £17 million originally agreed) in 1949-50. For the 
year to June, 1951, under an agreement announced last week, 
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its permitted release will be £15 million plus not more than 
£2,500,000 “ for the purpose of meeting exceptional require. 
ments up to September 30, 1950, arising from the present 
state of trade and payments with India.” Moreover, if the 
trade deadlock with India still’ persists at the end of 
September, the Pakistan negotiators can apparently come 
back to London and ask for more, 


Pakistan’s overdrawing of £14 million from its blocked 
balance last year is officially explained as being due to the 
fact that it was not able to earn unblocked sterling from India 
during the year, owing to the trade dispute. There has always 
been a certain amount of British sympathy for Pakistan about 
this ; whatever the rights and wrongs of the dispute, there is 
no doubt that the deadlock has hit the smaller Dominion 
hard in its trade account. But it is worth pointing out that 
last year’s Indo-Pakistan Payments Agreement (now mori- 
bund) suggested that Pakistan could earn a maximum of 
only £15 million of free sterling from India—and that after 
giving a credit to India to cover the first £10 million or so of 
any bilateral deficit. It is impossible therefore to avoid the 
suspicion that a disproportionate part of the burden incurred 
in other people’s quarrels is being shifted on Britain’s (or 
rather on the rest of the sterling area’s) back. The latest 
Anglo-Pakistan agreement does, however, contain the 
apparently optimistic provision that if Pakistan should earn 
any sterling from India as a result of transactions covered 
by the Indo-Pakistan Agreement of August, 1949, then 
Pakistan will pay the greater part of such sterling back into 
its blocked account. 


* ® * 


Argentine Stalemate 


The Anglo-Argentine financial and commercial negotia- 
tions in Buenos Aires have bogged down to a complete stand- 
still. The members of the British team have left the Argentine 
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capital to take a well-deserved rest and the British Ambassa- 
dor has returned home on leave. Amid this somnolence and 
inactivity intriguing rumours have been circulating in the 
City that financial relations between the two countries are 
about to undergo a considerable improvement and, in particu- 
jar. that financial remittances to this country, of which there 
ic pow a backlog of well over {10 million, are to be worked 
off. These rumours have as their basis. some vaguely 
optimistic remarks made by a high Argentine official at a 
recent private function in London. They have no other 
substance. It is true that three weeks ago a representative 
of the Argentine Ministry of Transport arrived in London 
to discuss some long-overdue payments owing to British 
railway wagon builders and other suppliers of equipment. 
This emissary has been profuse with his promises but as yet 
does not appear to have settled any of the outstanding bills. 


The position, in fact, justifies none of the current of 
optimism that has been flowing through interested quarters 
in the City in the last few days. On the contrary, the prospects 
of a satisfactory Anglo-Argentine agreement have recently 
deteriorated on a number of counts. The first of these is that 
Argentine authorities appear to be banking heavily on the 
outbreak of a Third World War. They are therefore prepared 
to sit tight on what they have to sell. This reasoning no 
doubt explains the recent decision to suspend meat ship- 
ments to Britain. The converse of this reasoning is that 
Argentina is now stockpiling oil and other essential com- 
modities, the scarcities of which are still one of the more 
unpleasant memories ‘Argentina inherited from World War 
I]. A third factor in the situation is that Argentina has now 
very little external purchasing power. The last harvest was 
bad and very few surpluses are being carried forward. 
Finally, relations with the United States are still in the 
honeymoon period following the latest reconciliation and the 
seal of an Export-Import Bank loan that was placed upon it. 
In that mood Argentina is unlikely to go out of its way to 
reconcile its differences with Britain. In the background the 
wrangle concerning the amount due (or not due) to Argentina 
on the exchange guarantee covering sterling accumulations at 
the time of the devaluation of sterling remains unsettled. The 
arithmetic seems to make it clear that Argentina had no net 
sterling balance to which the revaluation clause might apply. 
But the position appears quite different in Argentine eyes, 
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which see only the credit items in the position and con- 
veniently ignore all the sterling debts that were overdue and 
unpaid at that time. All things considered, the British 
negotiators would appear to have been well advised to break 


off their labours and to recover their strength for the next 
round, 


* * * 


Firmer Frei ght Rates 


A notable feature of the tramp shipping freight market in 
recent weeks has been the reluctance of charterers to arrange 
fixtures at the rates for which shipowners are beginning to 
hold out ; and owners who have not hitherto been taking too 
firm a stand against the demands of charterers are now feel- 
ing more confident in waiting for better rates and conditions. 
The result is that while the volume of fixtures on a voyage 
basis has not been greater than is normal at this season, 
fixtures have generally been made at slightly enhanced rates. 
There is evidence also of fair inquiry for the time chartering 
of vessels for varying periods, and owners undoubtedly feel 
that the tone of the market is firmer than it was this time last 
year, although the general level of freights is lower. As the 
accompanying graph of the freight index of the Chamber of 
Shipping of the United Kingdom shows, there has been less 
fluctuation in freight rates so far this year, although the 
general level is considerably lower than in previous years. 
The index for May last was 71.4, compared with 99.7 in May, 
1949 ; but by June it had strengthened to 71.7, compared 
with a drop of 13 points in the same period last year. The 


index is based on tramp fixtures in sterling reported during 
the month. 


The stronger attitude of the freight market cannot be 
attributed to any single factor. The lack of coal cargoes has 
contributed to the hardening of some rates, particularly in the 
Mediterranean trades, while the paucity of bulk grain ship- 
ments from the Plate to U.K.-Continent has led to unpre- 
cedented high rates for the few outward cargoes of coal to 
that destination. But the Korean war, with its possible effect 
on the demand for tramp tonnage, may well be the most 
potent factor influencing the market at the moment. The 
US Military Sea Transportation Service has already asked 
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A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 
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7 684 | Consols 24° ora 1 69 69% 119 7/312 2ff 70/23) 59/3| f2ha {5 5) “Shell” Transpt., Ord. Stk. £1) 63/1) | 62/6 | 2 8 OF 

92} |/Brit. El. $92 Gd. Apr. 1, 1968-73] 95 | 95 119 2/3 7 91 64 | 5% | 1240) 12}a|Tube Invst., Ord. Stk. (1..) 6% | 6% | 4 2 6 

9% 91% ‘Brit. Bl. 3°” Gd. Mar.15, 1974-77) 93} 92jxd 119 11/3 8 Off 85/3 73/3 Sia) 11}6 | Turner & Newall, Ord. Stk. {1| 79/6 79/6 315 6 
1004 99 | Brit.E1 34%Gd Nov.15, 1976-79, 994. # #118 9)/310 6H 33/6) 27/-| 8¢e | 8c |\Union Castle Ord. Stk {1...|| 31/6 31/6 |5 17 
9 86} ||Brit. Tpt. 3% Gd. July 1, 1978-88 89% 89 2 1 1/310 31) 48/4) 41/9 | 274d) 15 a | Woolworth (F. W.) Ord. 5/-/) 44/6 | 45/- | 3.7 9m 
%4 | 92) | Brit: Tpt.3%Gd. Apel 1968-73) 94, ef |119 3/3711 i i 

: 85} __||Brit. Gas Gd. 3% May 1, 1990-95 8842 | 88% 2 1 1) 3 10 10/ i 

megemption yields are worked out on the assumption that all dated stocks will be (a) Interim, () Final, (€) Whole year. (d) Int. paid balf-yearly () To jatest 
oo And test date. Such yields are marked ‘/’. To this rule there is one exception 


(a) Nav’. 4 per cent) on which the yield is taken to earliest date and marked ‘e’. 
of Met yields are caleuiated after allowing for tax at 9s. in ¢ (f) Flat vield. 
Ssumed average life 14 years 3 months 


redemption date. 
capital bonus. 


1 Free of tax. im) Yield basis 35%. im) Yield basis 269% after 
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for offers of about 20 fast ships to make September readiness 
gn the North Pacific coast. Its intention is apparently to take 
American ships first, where possible, even to the extent of 
preferring slow American ships to faster foreign ones ; 
American maritime policy shows no new access of vision, 
Meanwhile about 70 ships have been withdrawn from the 
American strategic reserve fleet of war-built standard ships, 
mainly of the Liberty type, which are surplus to normal com- 
mercial requirements. The withdrawal of these ships from 
reserve will help to dilute the demand for international 
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chartering, although the transfer of American-operated ships 
to the Korean supply lines will increase the opportunities 
of foreign ships in other trades. There is already a con- 
siderably increased demand in the North Pacific trades as a 
result of the diversion of American ships to the Far East. 
There are well over 2,000 ships laid up in American waters, 
but their “ reactivation” takes a good deal of time. The 
procedure is to hand them to American shipowners as agents 
until ready for service, then to bareboat-charter them and 
take them on time charter to the Transportation Service. 


* * * 


Rearmament and Clothing Fibres 


The proposed increase of 600,000 men in the Ameri- 
can armed forces will certainly expand the demand for 
uniform cloth and other textile products. Neither the cotton 
nor the wool textile industries in the United States are work- 
ing at full capacity and it would no doubt be technically 
possible to meet the new military requirements without 
seriously curtailing normal output. It will be much more 
difficult, however, to ensure adequate supplies of raw 
materials. World stocks of cotton on July 31st, the close of 
the 1949-50 season, are estimated by the International Cotton 
Advisory Committee at 17 million bales ; this represents 
seven months’ consumption at the current level, the same as 
a normal prewar stock. Some 5,000,000 bales of this total 
consist of US Government loan cotton and 2,000,000 bales 
of US “ free” cotton ; thus 7,000,000 bales would be avail- 
able for American industry. But other cotton consuming 
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countries might well be faced with a shortage. The American 
crop now being harvested is expected to be 6,000,000 bale; 
smaller and although output in India, Pakistan and Egypt wil! 
be larger, the world crop is expected to decline by at leas: 
2,000,000 bales, to 29 million bales. Any increase in con. 
sumption during the coming season can only be met from 
stocks. 


Wool supplies are seriously short. World production jp 
1950-51 might increase by three per cent to, say, 3,950 
million lb. (greasy basis) and if total consumption remained 
at 4,350 million lb., end-of-season stocks would be reduced 
below 1,000 million lb. This represents less than three 
months’ supply. Demand is being reduced to the available 
supply by market forces ; last month, wool prices exceeded 
the all-time record reached in May. If the military require. 
ments for wool cloth in the United States are at all large, 
some system of allocating raw wool among American manu- 
facturers seems inevitable, and the curtailment of production 
of peacetime goods would surely follow. That might have 
its compensations if it led to wider opportunities in the 
American market for British and European exports. 


Rayon and other artificial fibres could no doubt mitigate 
to some extent the shortage in wool and cotton. The Ameri- 
can Government has experimented with uniforms made from 
synthetic fibres, and is apparently satisfied with the results. 
Rayon can also be used in mixtures with the other fibres. 
World production of continuous filament yarn and staple 
fibre in 1949 was estimated by Rayon Organon at 2,690 


million Ib. while productive capacity existing at the end of - 


1950 was forecast at 4,033 million lb. Thus there would seem 
to be a large surplus of capacity to bridge the gap left by the 
other fibres. But this capacity is concentrated in western 
Germany, Italy and Japan; to utilise it, these industries 
would first have to be restored to their prewar level. That 
would immediately involve the further problem of securing 
an adequate supply of cellulose, particularly as the supply 
of cotton linters will decline during the coming season, owing 
to the smaller world cotton crop. 


* * x 


“Tanks” Scheme 


First reactions to the capital reorganisation proposals put 
forward by the board of Tanganyika Concessions have been 
generally favourable. The scheme arises primarily from th: 
intended transfer of the company’s domicile to Southern 
Rhodesia, a proposal to which stockholders are also asked 
to agree. This move would substantially ease the company’s 
tax liability, in particular its liability for United Kingdom 
profits tax, though it would make institutional holders of 
“ Tanks ” stock liable for profits tax on dividends received. 
While a reduced tax burden on the company would bring 
advantages even to the institutional holder of “ Tanks” 
ordinary stock (and would anyhow be of advantage to private 
holders), the benefits to be expected by institutional holders 
of “Tanks” preference stock (and such holdings are very 
large) would be confined to improving the earnings cover 


on the preference dividend to the extent that the tax load 3 
lightened. 


Hence, the immediate purpose of the scheme is to mak: 
removal to Southern Rhodesia financially attractive to both 
classes of stockholders. Preference stockholders are offered 
a stake in the “Tanks” equity ; each {1 of existing pre- 
ference stock (which at present is receiving a 10 per ceat 
dividend consisting of a cumulative 4 per cent dividend, 4 
non-cumulative 2 per cent payment and a payment of a 
further 4 per cent ranking pari passu with the ordinary stock) 
is to be exchanged for one 8 per cent cumulative redeemable 
16s. preference share and one 6s. ordinary share. The 
cumulative element in the preference dividend would thus 
be increased and an equity stake provided. What is more, 


the new preference shares will be redeemable on six months’ 
notice at 32s. 
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Given the present ordinary dividend of 10 per cent, the 
return to preference holders under the scheme would be 
lowered in effect from 10 per cent to 9.4 per cent, but it is a 
fair presumption that part of the saving in taxation would be 
distributed by way of a higher ordinary dividend. An 
increase from 10 per cent to 12 per cent would in fact make 
preference holders better off for the exchange. The Board 
puts a capital value of 38s. 3d. on the stocks now offered in 
exchange for each {1 nominal of existing preference stock. 
This is made up of 23s. 3d. for the 16s. preference shares 
(assuming a 54 per cent yield basis) and of 15s. for the 6s. 
ordinary unit taking the current price of 25s. for the 10s. 
ordinary units. The existing preference stock is currently 
quoted at 34s. 3d. The scheme of arrangement would change 
the issued capital'from {2,305,783 in prefeience stock and 
{3.139.678 in ordinary stock to {1,844,627 in 16s. 
preference shares and {3,831,412 in 10s, ordinary stock units. 


Shorter Notes 


The increase in exports of vehicles of all types in the first 
half of the year led to a proportionate increase in the export 
of tyres. More than 3,000,000 tyres were included in vehicle 
exports and a little less than that figure were exported 
directly. The value of the direct tyre exports was £7,625,826, 
compared with £6,394,138 in the same period last year. The 
total number of tyres exported was 6,106,713, compared with 
§,770,225 in the first half of 1949. 


* 


The United States has purchased 34,000 troy oz. of 
platinum from the British Government for its strategic stock- 
pile. The purchase was made under the Economic 
Co-operation agreement, and payment was made in sterling 
from the counterpart funds. Previously rubber, industrial 
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diamonds and sisal have been bought for the stockpile 
through ECA channels. The quantity of platinum still held 
by the British Government is not known, but it is believed 
to be considerable. 


x 


Under the Wool Textile Industry (Export Promotion Levy) 
Order, which came into force on July 31st, a levy estimated 
to produce between £100,000 and £120,000 a year is imposed 
on the industry to finance export promotion activities to be 
carried on by the National Wool Textile Export Corporation. 
Manufacturers and traders in the materials of the wool textile 
industry are required to register with the Board of Trade, 
which will collect the levy to be passed on to the corporation. 


* 


The New Zealand House of Representatives is now 
considering The Reserve Bank (Amendment) Bill, which 
seeks to switch control of the policy of the New Zealand 
Reserve Bank from the Finance Minister to an independent 
Governor and Board ; the nature and objects of this Bill 
were discussed on page 335 of The Economist of February 
11th last. 


The free market in foreign currencies started as an experi- 
ment by the Spanish authorities for an initial period of two 
months is proving unexciting. There is nothing particularly 
“ free ” about the market ; in effect it means a partial devalua- 
tion of the peseta. Invisible sterling earnings can be 
converted at pesetas 110.30 to the £ or pesetas 39.40 to the 
$, compared with peseta rates previously ranging from 4§ to 
70 to the £ and from 16 to 39 to the $. Tourists are the 
main beneficiaries. The sterling-dollar cross rate is main- 
tained at parity. 
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‘I want my dependants to have 
lasting security, so I’ve appointed the ‘General’ 
in my will, to act as my trustees. Why? Mainly be- 
cause they have all the necessary qualifications 
and ability to look after my estate. Their ser- 
vice is continuous—over many generations if 
necessary—and my dependants will benefit 
from the ‘General's’ wide experience of invest- 
ment and financial administration.’ 
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THE USE MADE of the man-hours bought is often the measure 
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showing and sounding and through efficient internal telephone 
communications, time happily spent by employees because of 
improved works relations, T.R. Service can help you towards 
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COMPANY MEETINGS 


TUNNEL PORTLAND CEMENT COMPANY 


DELIVERIES AGAIN A RECORD 


EXPORT TARGET REACHED 


MR N. M. JENSEN’S STATEMENT 


The thirty-ninth annual general meeting 
of The Tunnel Portland Cement Company, 
Limited, will be held on September 11th at 
105 Piccadilly, London, W,1. 

The following is the review by the chair- 
man and managing director, Mr N. M. 
ensen, which has been circulated with the 
report and accounts :— 


PROFIT AND LOSS ACCOUNT 


The profit on trading for the past year 
amounts to £882,894, and compares with 
£835,543 for the previous year; and divi- 
dends and interest have risen from £198,561 
to £206,613. Depreciation has increased 
from £64,705 to £97,775. This is accounted 
for partly by the additional plant installed 
at our West Thurrock works, but it is mainly 
due to the fact that our new works at 
Padeswood in North Wales came into opera- 
tion during the financial year. 


Although the profit is higher, the income- 
tax figure of £230,178 is well below that of 
last year. The reason for this is that we 
have the benefit of initial allowances on the 
substantial addition to our plant and 
equipment. The similar benefit which we 
had last year was dealt with by a transfer 
to special depreciation reserve. The initial 


- allowance is, of course, only an advance on 


the wear and tear allowance, which is 
reduced correspondingly, and, in the long 
run, there is no additional advantage. Your 
directors have, therefore, come to the con- 
clusion that the right way to deal with the 
matter is to have an income-tax equalisation 
reserve, which will be credited with the 
difference when the depreciation charge in 
the accounts is below the wear and tear 
allowance including initial allowance taken 
up in the income-tax computation and 
debited with such difference when it is the 
other way round. This will have the effect 
of bringing the amount set aside for tax into 
line with the profits earned year by year. 


RESERVES 


You will find that a total of £200,000 has 
been placed to the credit of income-tax 
equalisation reserve, of which £120,000 is 
in respect of the year to March 31, 1950, 
and £80,000 in respect of previous years. 


As replacement cost is at present approxi- 
mately three times the cost of our prewar 
plant, your directors have considered the 
question of building up a _ replacement 
reserve, but they came to the conclusion 
that this vexed question is, for the time 
being, best dealt with through transfers to 
general reserve. You will notice that ‘the 
sum of £545,035 has been appropriated to 
general reserve, and this, together with the 
transfer of the special depreciation reserve, 
builds up the general reserve to a total of 
£1,250,000. 


After making these substantial appropria- 
tions and providing for the dividends on the 
two classes of preference shares and the 
interim and proposed final dividends on the 
“A” ordinary shares and “B” ordinary 
stock, there remains a balance of £577,616 to 
be carried forward. 


BALANCE SHEET 


Since the date of the balance sheet, the 
authorised capital has been increased to 
£4,200,000 by the creation of 600,000 new 
“A” ordinary shares of 10s. each and 
1,400,000 new “B” ordinary shares of 10s. 
each, and the bonus share issue, to which 
I will refer later, brought the issued capital 
up to £3,643,660. 


I have already mentioned the adjustment 
to some of the reserves In connection with 
the bonus issue, a sum of £1,221,830 has 
been transferred from share premium account 
which now stands at £951,538. Expenditure 
on our new works at Padeswood, North 
Wales, and on new plant for our West 
Thurrock works accounts for most of the 
amount of £899,049 which has been added 
to property, plant and equipment. Helwan 
Portland Cement Company and Ribblesdale 
Cement Limited have again increased their 
capitals, and we took up the proportions to 
which we were entitled. These represent the 
main items in the increase of £154,624 in 
trade investments. Cash at bankers and in 
hand stand at £973,397, or £1,229,787 less 
than last year. This is mainly accounted for 
by the increase in fixed assets which I have 
referred to, together with the increase in 
trade investments. We have furthermore 
invested £101,502 in Government securities 
and £83,200 in additional tax reserve 
certificates. 


DEMAND FOR CEMENT 


During the year under review the totals 
of the home and export deliveries of British 
cement were even greater than the previous 
year’s record results. The Government, in 
consultation with the industry, set a high 
export target, which was achieved, and it is 
gratifying to note that all but a small fraction 
of cement exports are direct dollar or hard 
currency earners or savers. Though there 
are indications that export demand may 
slacken, this has not yet happened and the 
limiting factor on exports has been the 
steadily increasing demand at home. 


EXTENSION OF PRODUCTIVE CAPACITY 


Your new works at Padeswood came into 
operation with the first unit in December 
last, and the second unit was started in April. 
This is the first new cement works to com- 
mence production in this country since before 
the war. Lack of suitable labour has so far 
prevented us reaching the measure of out- 
put which we shall ultimately obtain. 


At West Thurrock, new grinding plant and 
packing plant has been put into operation. 
This, together with the kiln installed last 
year, has replaced less efficient plant and 
also increased our total capacity by approxi- 
mately 50,000 tons per annum. Work on 
the extension of the Pitstone works is pro- 
ceeding, and it is hoped that the extensions 
of the Clitheroe works of Ribblesdale 
Cement, Limited (of which your company 
holds half the shares), will be in operation 
by the end of the year. Altogether it is 
estimated that your company’s share of new 
extensions will, when completed, amount to 
470,000 tons per annum, and this consti- 
tutes a generous contribution to the efforts 
of the whole cement industry to meet the 
increasing demand in the home market and, 
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at the same time, maintain the present evs! 
of export. 


TOWN AND COUNTRY PLANNING 


In my review last year I said that thers 
were indications that the amount of al 
pensation for loss of development rights iq 
our quarries would be approximately equiva- 
lent to the development charge we should 
have to pay. Negotations on this compli. 
cated matter have continued, and although 
an official announcement has not yet been 
published, it is now quite clear that the 
company will not suffer the grave hardship 
which was feared when the developmen: 
charge was introduced, ; 


SCHEME FOR SEGREGATION OF ASSETS 


At the class meetings and the extraordinary 
general meeting held on July 7, 1950, th- 
resolutions required to effect the increase of 
capital of this company and the issue of 
bonus shares were duly passed, and such 
bonus shares were consequently allotted to 
the ord-mary share and stockholders. 


As explained in our circular dated Jun: 
12, 1950, these transactions were intended 
to be the first step in a scheme, of which an 
outline was given, for segregating the over- 
seas assets of this company, and it was 
stated that details would be sent with the 
notices of the further meetings which would 
have to be held in order to complete the 
scheme. 


An unforeseen difficulty has now arisen 
A group of shareholders representing more 
than 35 per cent. of each class of the prefer- 
ence capital informed us that certain aspects 
of the scheme did not appeal to them. Th: 
matter was fully discussed, and on the part 
of the company it had to be admitted tha’ 
one point of criticism had some substance, 
namely, that the segregation of the asset 
would deprive the preference shareholders 
of the advantage which they now hold o! 
the trading profits and income from overse:; 
investments beng pooled. Your directors 
were anxious, as far as possible, to meet the 
preference shareholders on this point and, 
subject to the necessary alteration to th: 
company’s memorandum and articles of asso- 
ciation being approved, they offered tha’ 
your company should guarantee for a period 
of 15 years the payment of the preference 
dividends by the investment company on the 
understanding that the guarantee would 
automatically cease in the event of the busi- 
ness of the cement company being national- 
ised. The group of shareholders did no! 
accept this, but made their support of th: 
scheme conditional upon the guarantee bein3 
permanent and continuing notwithstanding 
nationalisation. Your directors considered 
that this condition was unacceptable. 


The object of the scheme was to protect, 
as far as possible, the rights of all the shar: 
and stockholders in the event of nationalisa- 
tion and to continue such rights so far a 
the segregated assets are concerned. Accord- 
ingly in the opinion of your directors, 
the dividend rights of the preference sharc- 
holders of the investment company should, 
after nationalisation, be dependent solely 
on the segregated assets. Furthermore, the 
burden of such a continuing guarantee would, 
in the event of nationalisation, fall on the 
nationalised assets of your company, possibly 
giving rise to difficulties in any resulting 
liquidation and to a reduction in the value 
of the rights of the holders of the ordinaty 
capital. 

Your directors do not desire to proceed 
with a scheme which is unacceptable to 4 
large group of the shareholders and which, 
in view of the necessity of obtaining the 
consent of each class of preference share- 
holders at separate nna could not be 
carried through successfully. .They have 


~ 


therefore reluctantly come to the conclusion 
that further prosecution of the scheme 
impracticable. 
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OVERSEAS INTERESTS 


As you are aware, our chief overseas 
‘nierests are in Egypt and in the U.S.A. 
] am happy to say that the Helwan Port- 
land Cement Company has had another suc- 
cessful year. The extensions to which I 
referred last year are well under way and 
a new works, the Alexandria Portland Cement 
Cempany, in which the Helwan Company 
holds a substantial interest, commenced pro- 
duction in May last. The National Portland 
Cement Company in the U.S.A. has also 
had a successful year. 


Finally, on behalf of your board, I would 
like once more to thank our staff and work- 
people for the very efficient and loyal manner 
n which they have carried out their duties. 





PYE, LIMITED 


RECORD RESULTS 


MR C. O. STANLEY ON THE 
GROUP’S EXPANSION 


The twenty-first annual general meeting of 
Pye, Limited, was held on August 4th in 
London. 


Mr C. O. Stanley, C.B.E. (the chairman), 
who presided, said: Ladies and gentlemen,— 
The accounts and directors’ report have been 
published in a detailed and illustrated form 
and have been in your hands for several 
weeks, so that it is not necessary for me to 
add very much today. 


The year 1947-48 was a record—the year 
1948-49 was again a record—and now 
1949-50 far surpasses every previous year 
with a trading profit of nearly half a million 
pounds! This is an indication of the way 
n which the Pye group of companies has 
expanded. You must also remember that 
this has been achieved whilst vigorously pur- 
suing a policy of reducing prices to the 
consumer. 


Since our annual report was circulated it 


“has become clear that a company like ours 


will have to make considerable sacrifices in 
changing part of the production of both 
laboratories and factories over to work of a 
military character. We know we will have 
the support of all our shareholders when we 
iell you that we are prepared to make any 
sacrifice in shouldering our part of the 
responsibility in the National effort. 


It is now clear that the reference we made 
in Our annual report to the purchase tax on 
radiogramophones has proved only too true, 
and we would again ask the Chancellor to 
review this tax if he wants us to keep up our 
export business, 


PROFIT-SHARING SCHEME 


With regard to our profit-sharing scheme, 
we announced at its inception that it was 
experimental, and this year one of the flaws 
in the scheme has come to light. It was our 
intention that the same amount of money 
represented by an increase in the deferred 
dividend should be paid as a profit-sharing 
bonus to our employees. This year the 
number of our employees has gone up con- 
siderably, so that if the profit sharing had 
een on the same basis as last year the indi- 
vidual employee would have received less 
while the shareholder would have received 
the same amount of money. Quite obviously, 
if the number of our employees goes up each 
year and we continue the old basis, then we 
might arrive at a point where the amount that 
fees to each individual employee is infini- 
‘esimal compared with the amount that 
employee received in the first year. This 
Was never the intention of the scheme, ‘and 
for that reason we altered it this year. Your 
directors will review the whole situation to 
take care of this difficulty in the future. 


The report and accounts were adopted. 


W. J. BUSH AND 
COMPANY, LIMITED 


LARGER SALES AND PROFITS 


The fifty-third annual general meeting of 
W. J. Bush and Co. Limited, was held in 
London on August 4th, Dr. P. C. C. 
Isherwood, O.B.E., PhD., F.R.I.C. (chair- 
man and managing director), presiding 

The directors’ report, which was submitted 
to the meeting, showed that the net profit 
for the year amounted to £209,559, and that 
after adding to this the sum of £286,161, 
being the amount brought forward from the 
previous year, and deducting the amount 
required for dividends on the Preference 
shares, there remained a balance of £481,970. 
Out of this sum it was proposed to pay a 
final dividend of 8 per cent. on the ordinary 
shares, making 12 per cent. for the year, and 


also a bonus of ls. per share on the ordinary 
shares. 


CHAIRMAN’S REVIEW 


The following is the chairman’s circulated 
statement : — 

The accounts now submitted show that 
the profit for the year, after deducting taxa- 
tion, amounted to £209,559 as against 
£172,624, an increase of £36,935. The 
higher figure arises as a result of a substantial 
increase in sales which was partially attribut- 
able to devaluation in the last quarter of the 
year. It must be borne in mind, however, 
that replacement of stocks in the current year 
is involving the company in higher costs. 

For many years the Australian market has 
been operated through local branches of the 
London company, but as from January I, 
1949, the business has been transferred to a 
wholly owned subsidiary incorporated in 
Australia. The transfer of the net assets to 
the new company has. correspondingly 
reduced the net assets cf the holding com- 
pany, and these figures are not, therefore, 
comparable with 1948, except in the con- 
solidated balance-sheet, where they are 
included in both years 

As I indicated in my statement last year, 
the accounts under review reflect the redemp- 
tion of the four per cent. first mortgage 
debenture stock. 

In view of the enhanced costs of replace- 
ment of plant and buildings, your directors 
have considered it advisable to increase the 
reserve against these items by £50,000. A 
further amount of £50,000 has been placed 
to general reserve, bringing it up to £350,000. 


EVER-GROWING COMPETITION 

In face of the ever-growing competition 
from abroad, it is vitally necessary to equip 
our factories with the most modern plant 
available. Owing to the somewhat long 
delay in delivery, this means careful and far- 
sighted planning and this aspect of the busi- 
ness is very much to the fore in our delibera- 
tions. 

In spite of the difficulties due to import 
restrictions im several important overseas 
markets, I am pleased to report that during 
the year under review the company’s export 
business was again on a higher level than 
the previous year. The directors continue 
to give the closest attention to the extension 
of exports and members of the Board have 
paid visits abroad to assess at first hand the 
possibility of further expansion of this 
important section of the business. 

Your directors consider that the accounts 
justify an increased distribution and recom- 
mend the payment of a bonus of Is. per 
share, as against 6d last year. 

Finally, I wish again to pay tribute and 
to declare publicly the directors’ sincere 
appreciation of the loyal ccmtribution to 
these results by our efficient staff both at 
home and overseas. 

The report and accounts were adopted. 
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AMALGAMATED DENTAL 
COMPANY, LIMITED 


FURTHER IMPROVEMENT 


The 45th annual general meeting of the 
Amalgamated Dental Company, Limited, was 
held on August 4th in London, Mr E. Russell 
Poiden (the chairman) presiding. 

The following are extracts from the chair- 
man’s circulated statement and speech at the 
meeting : 

The further improved position, both in 
regard to the stability of the company and the 
increase in profits, is due to the continued 
expansion of trading at home and abroad. 
Undoubtedly the company’s export business 
could be greater were it not restricted by the 
fact that many countries are not in a position, 
through lack of currency facilities or other 
economic reasons, to grant import licences. 

As regards future home trade, judging 

from what one reads in the Press and from 
our Own experience, I can fairly assert that 
dental treatment has by no means reached 
“saturation point” in meeting the require- 
ments of the community. 
_ Referring to the results of the year’s trad- 
ing, it will be seen that the group has pro- 
duced total profits before taxation of £753,331 
compared with £478,075 in 1948. It will be 
observed that a considerable proportion of the 
profits of the subsidiary companies making 
up the group have been retained in these 
companies in the interest of building up the 
financial structure of the group. 

In reviewing these accounts, I know full 
well that members will bear in mind that the 
satisfactory results shown could not have been 
attained without the whole-hearted and loyal 
co-operation given by the management, staff 
and operatives engaged in the service of the 
company, its subsidiaries and associates. 

The report was adopted. 





BRITISH MATCH 
CORPORATION, LIMITED 


TAXATION HANDICAPS 


The twenty-third annual general meeting 
of the British Match Corporation, Limited, 
was held on August 9th in London, Mr 
Arthur Hacking, O.B.E., the chairman, 
presiding. 

The following is an extract from his 
circulated statement : — 

From the directors’ report it will be seen 
that although the Control of Distribution of 
Matches ended on August 2, 1949, the 
Control of Prices Order dated July 29, 1949, 
is still effective. 

For the current year our difficulties in 
regard to timber supplies are likely to be 
greater than ever. We have, as yet, no idea 
what our allocation of dollars for purchases 
in Canada will be for the year 1951 and, 
until we have that information, it is impos- 
sible for us to take any effective steps in 
regard to supplies from Canada. We are 
obtaining certain supplies of round timber 
from Finland, but the Baltic States, where 
we obtained supplies between the two great 
wars, are under the domination of the USSR 
and we have not been able to obtain supplies 
from that source. 

Your board has been able to recommend 
the same dividend and bonus as last year, 
adding approximately £3,600 to the carry- 
forward. 

Our gross consolidated profit of £2,075,297 
is reduced to £1,729,483 after making pro- 
vision for directors’ remuneration, audit fees. 
depreciation and bank interest. The tax 
relative to [1,741,983 is no less than 
£999,925! What a dreadful handicap in 
running a business and endeavouring to 
expand! 

The report was adopted. 
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STEEL BROTHERS AND COMPANY, 
LIMITED 


(East India and General Merchants, Rice and Flour Millers, Saw Millers, 


Cotton Pressers, 


Ginners and Spinners, Rubber Planters and General Agents.) 
A SATISFACTORY RESULT DESPITE DIFFICULTIES 


MR J. K. MICHIE’S STATEMENT 


The fifty-ninth ordinary general meeting 
of Steel Brothers and Company, Limited, 
was held on August 4th in London, Mr J. K. 
Michie (chairman and managing director) 
presiding. 

The following is the chairman’s statement, 
which had been circulated with the report 
and accounts for the year ended December 
31, 1949, and was taken as read: — 


The physical difficulties confronting us in 
closing and concentrating accounts from so 
many countries have again resulted in our 
presenting the balance sheet and profit and 
loss later than we had hoped. 


PROFITS AND ALLOCATIONS 


In my last year’s statement I forecast a 
recession in our profits which has in fact 
happened, the figure for the year before tax 
deductions being £563,841, against £600,952 
in 1948, an amount of £28,174, included in 
the profit and loss account, being in fact 
provisions made ex previous profits not now 
required. In the circumstances I hope this 
result will be regarded as satisfactory. 


As you will see, no less than £350,000 
has been set aside to meet taxation, while 
£141,365 has been applied to depreciation of 
our fixed assets and our investments and to 
writing off advances. 

As from December 31, 1949, a superannua- 
tion fund was put into operation in anticipa- 
tion of which, as you will remember, the 
sum of £100,000 was set aside ex 1948 


profits. 


This reserve was a “gross” figure and 
as under the scheme eventually adopted by 
us if was not permissible to use this reserve 
free of British income taxes, we have had to 
appropriate half of it as the company’s con- 
tribution to the scheme for 1949. To com- 
pensate for this we have increased our tax 
reservation by a similar amount, so ensuring 
that the sum of £50,000 carried forward as 
a reserve against pension liabilities will be 
tax free, and so in fact worth £100,000 (at 


present rates of taxation) should the need 
arise to use it. 


BURMA WAR DAMAGE PAYMENTS 


Last year I reported the appointment by 
H's Majesty’s Government of an indepen- 
dent committee to apportion among Unite 
Kingdom business interests who had sus- 
tained war damage in Burma the sum of 
£10,000,000 granted as an ex gratia payment 
of limited amount to assist them in over- 
coming their capital handicaps. 


This committee performed its complex and 
difficult task with admirable and businesslike 
celerity and made its allocation of all but a 
small percentage of the sum available in 
January of this year. The amounts so far 
received by your company on its own behalf, 
on behalf of fully owned subsidiaries, and on 
behalf of subsidiaries which were indebted 
to us was £753,230. While wholly inade- 
quate as a replacement of our lost capital, 
this nevertheless is a welcome contribution 
to that end. 


EFFECT ON BALANCE SHEET 


In consultation with our auditors it has 
been decided to revise our balance sheet to 
incorporate these sums and so present to 
stockholders a fair and up-to-date picture 
of our affairs. So all amounts in the fixed 
assets representing items totally destroyed 


have been written off and values of invest- 
ments have been written down to quoted or 
estimated values. All fixed assets are again 
shown under one heading. This spring 
cleaning enables us to present a balance 
sheet in normal form and to advise you that 
your investments in the aggregate now stand 
in the books at a fair value. 


The position of the claims of our sub- 
sidiary companies for war damage under the 
heading of “ Denial” remains little changed, 
as no test case has yet been heard in the 
Burmese courts. 


One welcome effect of the receipt of our 
share of the ex gratia payment from His 
Majesty’s Government has been its inci- 
dence on our cash position. At December 
31st last our net overdraft had reached the 
considerable total of £1,406,292—again 
partly due to advances made as buying agents 
for Governments, At date of writing there 
is actually an overhead credit balance, but 
that is a position we do mot expect to 
maintain. 


CONDITIONS IN BURMA 


I now comment on developments and con- 
ditions in our various spheres of action. 


Burma.—As anticipated, opportunities for 
doing our traditional business in Burma 
were distinctly fewer in 1949. We worked 
no rice mills and owing to the nationalisation 
of our teak forest concessions and the lack 
of logs from other sources in Rangoon and 
Moulmein our timber mills at these ports 
were closed down and are now costing us 
a considerable sum for care and maintenance. 
When it became obvious beyond all question 
that there was no further employment for 
them we discharged all redundant workmen 
at our Rangoon mill, paying to those con- 
cerned the amounts at their credit in our 
provident fund and to all one month’s salary, 
Since then a reference has been made by the 
labour union concerned to an industrial court 
set up by the Burmese Government under 
the Trade Disputes Act and an award has 
been made against us which would involve 
us in a substantial additional payment. We 
are taking the steps open to us to protect 
ourselves against this award, so the case is 
subjudice. I will therefore make no comment 


except to quote the following from the 
award : — 


“So long as there is no social security 
scheme in the country and private industry 
exists the employers must within reasonable 
Limits shoulder the responsibility for relief in 
cases of involuntary unemployment.” 


This is a mew and interesting concept of 
social and industrial justice, even when 
qualified by what the Court terms “ reason- 
able limits.” 


EFFECT OF IMPORT LICENCES 


The necessary austerity measures taken by 
the Government of Burma to reduce imports 
coupled with its system of issuing import 
licences has militated against our trading 
activities ; mevertheless we succeeded in 


achieving a fair turnover and results were 
not unsatisfactory. 


More recently the Government has made 
fair headway against the dissident elements 
in the country, and we are hopeful that con- 
ditions will gradually improve. Should the 
area under “law and order” gradually be 
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extended, production of rice, timber, et: 
would concurrently expand and the econom,. 
life of the country would then revive. |; ;, 
for this we must hope not merely in self. 
interest but for the sake of the country, 

During the current year after a lapse 0: 
eight years we have again been able to shars 
in a comparatively small way in the rice ex. 
port trade both as agents for certain Coloni,' 
Governments and as shippers. We hop» 
that a larger crop this year will assist Burma 
rice to regain its previous place in the 
markets of the world and that we shall 5: 
allowed the opportunity to assist in marke:- 
ing it to the best advantage of the producer. 


BURMA CEMENT COMPANY 


At the time of writing the works of the 
Burma Cement Company, Lid, ;; 
Thayetmyo, which we manage and in whic: 
we have a considerable stake, are stil] in the 
hands of insurgents, while the oil indus-ry 
in which we are largely interested is operar- 
ing on very modest lines. We must hop: 
that Government will soon regain contro! of 
the riverine areas in which these industrie; 
operate and then be able to address them- 
selves to the practical side .of their declared 
wish to encourage friendly foreign enterpris: 
to assist in the economic rehabilitation of the 
country. 


Strand Hotels, Limited, Rangoon.—Thi; 
company has had its first full year and th: 
result achieved in face of many difficulties 
was satisfactory. Equally so have been the 
good reports from guests of the service given 
in the hotel. 


BUSINESS IN INDIA 
India.—Our business in India continued 


on much the same lines and scale as during 
the previous year although the problem; 
following devaluation have made overse:: 
trading extremely difficult. These condition: 
cannot but be reflected in this year’s tradinz 


Our work for the Indian Tea Associatio: 
as their procuring agents for foodstuffs con- 
tinues and although there have been man 
difficulties to contend with I trust our efforts 
on their behalf have been satisfactory 
them. 


REPERCUSSIONS IN PAKISTAN 


Pakistan.—Principally because of the 
repercussions of the non-devaluation of the 
Pakistan rupee, but also because of previous 
overimporting into Chittagong aggravated 5 
congestion in the port and by weather cond.- 
tions which badly damaged the food crop 
of East Pakistan and so adversely affected 
its purchasing power during the normal bus 
season, trading in this area was steady 
and drastically changed from a comparative!) 
simple process to one of great hazards an: 
inescapable losses, and instead of makin2 
an expected profit we ended the year wit } 
moderate loss and are thankful to hav: 
escaped so lightly. 


In West Pakistan naturally there wer: 
similar difficulties caused by the exchanz: 
situation, but of lesser degree, and resus 
at our Karachi branch were in the circum- 
stances satisfactory. Markets in Pakistin 
generally have this year been less volatu: 
and though still far from easy—paricwary 
because of the halting way in which, so [2° 
trade is passing between India and Pakistin 
—prospects are more promising. It 's, % 
course, a mere truism to say that trade in 
both countries will not prosper as it shoud 
until the statesmanlike agreement reached 
by the two Prime Ministers is put 19% 
practical effect. 


HONGKONG AND JAPAN 
Hongkong.—Trading was meaintained »* 


a surprisingly high tempo throughout 1949 
and our business was well maintained. Quite 
recently, however, there was a sudden — 
in demand and in confidence which muah! 
well have come sooner. Recent happenins» 
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in Korea are not likely to help Hongkong 
markets, although trends in that part of the 
world are quite unpredictable. 


Japan.—Our Tokyo office only operated 
for part of 1949 and as was to be expected 
did not earn sufficient to cover expenses. 


Ir is now doing a useful business and 
building up a connection which in due course 
should show favourable results, although the 
changes being introduced into the Japanese 
economy do not make our task easy. 


NORTH BORNEO, SIAM AND CEYLON 


North Borneo.—After a two years’ trial 
we reluctantly decided to close down our 
branch at Jesselton and our staff has just 
been withdrawn. The opportunities for 
trading are distinctly limited by population 
end communications and it was felt we 
cculd use our staff to better advantage else- 
where. We hope, however, that our with- 
drawal! from Jesselton will not mark the end 
of our association with this territory. 


Siam.—Our interests in Siam fall in two 
parts—import and export trading and mem- 
bership of the Siam Rice Agency, Limited. 


Trading conditions were extremely diffi- 
cult, due to overstocking of various lines of 
goods and to overtrading generally, and this 
situation has still to be adjusted. 


The rice agency company continues to 
perform a valuable function as agents for 
certain Commonwealth countries and this 
year as shippers on their own account. The 
partial freeing of the Siam rice trade is an 
encouraging move and should help to get it 
back towards, if not to, the old basis of 
standards only on which can an international 
uade be built up and maintained. 


Ceylon.—As I forecast in my last report 
our subsidiary, E. B. Creasy and Company, 
Limited, found trading conditions very diffi- 
cult last year, but they have since improved 
and 1950 promises much better. 


THE MIDDLE EAST 


Middle East.—Our own business in this 
area was well maintained and we have as 
from April 1, 1949, extended our interests 
by the purchase of 50 per cent. of the 
capital of Spinneys (1948) Limited, a com- 
pany which took over the interests in Cyprus, 
Lebanon, Syria, Iraq and Kuwait of that 
old-established business Spinney and Com- 
pany, Limited. I have recently returned 
from a comprehensive tour of the Middle 
East and am quite satisfied with our invest- 
ment. 


This arrangement entails the merging of 
a large part of our own previous activities in 
the Arab countries into Spinneys (1948) 
Limited, but this, with the help of the 
trained staff we have been able to post to 
the new company, should result in its more 
rapid expansion to the mutual benefit. 


While circumstances tend to restrict its 
scope, our business in Israel continues 
active, 

EAST AFRICA 


East Africa—Our associates, Messrs 
A. Baumann and Company, Limited, who 


closed their accounts at June 30, 1949, had 
a satisfactory year. 


The timber project in Tanganyika, which 
I mentioned last year, has now become a 
company — Steel Brothers (Tanganyika 
Forests), Lintited—registered in Dar-es- 
Salaam on October 15, 1949, with an 
authorised capital of £250,000. Our asso- 
Gates in East Africa, Messrs. A. Baumann and 
Company, Limited, have also participated. 


A umber extraction and milling company 
cannot be established in virgin territory in 
afew months, but already good progress has 
been made. The bare essential quarters for 
Staff have been built, water supplies found 
and piped, roads built and extraction on a 
Considerable scale begun. In fact, small lots 


of round logs have already been shipped to 
this country and to Kenya. The milling 
plant is now on the way and it is hoped to 
have the first section in operation this year, 


Results from this company cannot be 
expected before 1951-52, but we are satisfied 
that prospects are reasonably good, 


BRITISH GUIANA 


British Guiana.—We have now concluded 
an agreement with the Colonial Development 
Corporation, whereby we act as managing 
agents and as selling and purchasing agents 
for their timber interests in British Guiana 
which the corporation have acquired and/or 


negotiated on lease from the local Govern- 
ment, 


Carbutt and Company (1928), Limited.— 
Our wholly owned subsidiary operating rice 
and barley mills in London and Hull again 
had a satisfactory year. 

Mactaggart and Evans, Limited.—Though 
gradually increasing its scope and income 
this company which operates as an industrial 
and chemical research institute again made 
a loss. Improvement, however, continues. 


THE OUTLOOK 


_ Prospects—As. my foregoing remarks 
indicate, we cannot expect easy times, and 
it is difficult to see how in current conditions 
1949 results which included certain sums 
pertaining to previous years can be main- 
tained, but no effort is being spared to con- 
solidate and to widen our interests and what 


does not fructify this year we hope will 
benefit us later. 


Staff.—Appreciations of staff in annual 
reports run the risk of becoming stereotyped 
and this I want to avoid. Nevertheless, with- 
out the ability and enthusiasm which have 
again been evinced by all members of our 
staff in the parent company, our subsidiaries 
and associates these results would not have 
been achieved, and I wish to thank them 
sincerely. 


The report and accounts were unanimously 
adopted. 


The retiring directors, Mr J. K. )Michie 
and Mr P. G. G. Salkeld, C.B.E., were re- 
elected ; and the remuneration of the audi- 
tors, Messrs Deloitte Plender Griffiths and 
Company, having been fixed, the proceedings 
terminated with votes of thanks to the chair- 
man, directors and staff. 


RICHARD THOMAS AND 
BALDWINS, LIMITED 


ANNUAL GENERAL MEETING 


The annual general meeting of Richard 
Thomas and Baldwins, Limited, was held on 
August 3rd at Grosvenor House, Park Lane, 
London, W., Mr E. H. Lever, chairman and 
joint managing director, presiding. 

The chairman said that he regretted to 
have to announce that Sir John James, the 
deputy chairman, had decided to retire from 
the board in order to devote more time to 
the Lancashire Steel Corporation, of which 
he was chairman. His services to the com- 
pany had been invaluable. 


The chairman then moved the adoption of 
the report and accounts for the year ended 
April 1, 1950, and the payment of a final 
dividend of 10 per cent., less income tax, 
making 15 per cent. for the year. 


Lt.-Colonel J. B. Neilson, C.M.G., D.S.O., 
C.A., seconded the resolution and it was 
carried unanimously. 

The retiring directors, Mr C. G. Gilbert- 
son, J.P., Mr C. Watts, F.C.A., and Mr H. F. 
Spencer, were re-elected and, the remunera- 
tion of the auditors, Messrs Peat, Marwick, 
Mitchell and Company, having been duly 
fixed, the proceedings terminated. 
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ASSOCIATED BRITISH 
PICTURE CORPORATION 
LIMITED 


A SUCCESSFUL YEAR 


The twenty-third annual general meeting 
of Associated British Picture Corporation 
Limited was held on August 3rd in London, 
Sir Philip Warter (the chairman) presiding. 

The following is an extract from his circu- 
lated statement :— 


The trading profits of the group amount 
to £2,205,624, against {2,038,762 for the pre- 
vious year. Of the net profit of the group 
amounting to £543,622, £11,308 represents 
profits attributable to outside shareholders of 
subsidiary companies and the balance applic- 
able to the corporation of £532,314 compares 
with £450,613 last year. After deducting 
£24,519 in respect of profits retained by sub- 
sidiary companies there remains a balance of 
£507,795, representing the net profit of the 
corporation for the year. 


Receipts at the box-office have shown a 
downward trend. The only satisfactory way 
of arresting the downward trend is by way of 
better films. Even in the Greater London 
area, where attendances and receipts aré down 
by a greater percentage than in the rest of the 
country, the results on the really successful 
films were satisfactory. 


The gross takings of the corporation’s 
cinemas last year amounted to £18,722,253, 
out of which no less than £6,891,835 was 
paid in entertainments duty. ‘The report of 
the committee of inquiry appointed by the 
Board of Trade made the point that enter- 
tainments duty at the existing rates is too 
great a burden and expressed the view that 
the Government should bring under review 
the whole question of entertainments duty. 


A REALISTIC QUOTA 


I referred last year to the Cinematograph 
Films Act, 1948, and the ogder made under 
that Act providing for 45 per cent. of the 
first playing time to be devoted to British 
pictures. Half-way through the year under 
review this figure was reduced to 40 per cent. 
In making every effort to comply with the 
law, we have shown a number of films which, 
through lack of entertainment value, resulted 
in substantial losses in the cinemas where 
they were shown. For the year commencing 
October 1, 1950, the quota has been fixed at 
30 per cent., which is a realistic quota and 
one which it should be possible to fufil with 
pictures of reasonable quality. 


The Corporation’s studios were kept fully 
employed, and although our film production 
operations resulted in a loss, I am pleased to 
say that the position generally shows an 
improvement. The markets available to 
British films do not permit a sufficient return 
on the successful films to offset losses on the 
inevitable failures. Government finance. and 
quotas are not the answer. 


Until the basis of taxation is adjusted in 
such a way that film production becomes a 
reasonable commercial risk, your board, 
although anxious to support the country’s 
production effort to the full, is bound to view 
the making of pictures with considerable 
anxiety. The new _ proposals. recently 
announced by the Chancellor of the 
Exchequer will afford some measure of relief 
to the industry and, although we welcome 
them as a slight recognition of our troubles, 
the proposals do not provide anything like a 
satisfactory solution. 

Having regard to the difficult conditions 
the results are excellent. We have many 

oblems to face, but the Corporation is now 
in a better position than ever before to meet 
them, and I therefore look to the future with 
confidence. — 

‘The report was adopted. 


% 


ae. FT a 





“Wp 


= 








342 


COLTHROP BOARD AND 
PAPER MILLS, LIMITED 


MR FRANK W. J. SMITH’S SPEECH 


The thirty-second annual general meeting 
of Colthrop Board and Paper Mills, Limited, 
was held on August 3rd at the registered 
office of the company, Thatcham, Berkshire, 
Mr Frank W. J. Smith (chairman and 
managing director) presiding. 

The following is the chairman’s statement 
circulated with the annual report and 
accounts for the year ended May 31, 1950: 


In my statement of last year I pointed out 
that a certain order by the Paper Control had 
had a very adverse effect upon the company’s 
results for that year. I am now pleased to 
say that several orders, and in particular the 
one preventing the use of our machines to 
the best advantage, have been rescinded. 
Although the Paper Control has not been en- 
tirely terminated, we now have a greater 
degree of freedom to conduct our business 
in our own way than we have had for over 
ten years. 


In addition to this, various improvements 
and additions to the machinery made since 
the end of the war, and financed entirely out 
of profits, have resulted in greater output and 
in lower working cost. 

The combined effect of these factors has 
been a net profit for the year of £194,707, 
after deducting all expenses except taxation, 
compared with £64,435 for last year. This 
has been the best year the company has ever 
had both in profit and tonnage of output. 

It is unfortunate that the provision for 
taxation takes £104,315, or 53 per cent. of 
the profit, but the directors have no hesitation 
in recommending a dividend on the ordinary 
shares of 15 per cent., less income tax, eerng 
the same dividend as was paid in 1947 an 
1948. 


RESERVES STRENGTHENED 


The directors ‘would have liked to recom- 
mend a higher dividend, but owing to com- 
mitments upon capital expenditure designed 
to increase production and effect still greater 
economy of working, and owing to the pre- 
sent high cost of replacing machinery it is 
considered wiser. to strengthen the reserves. 

Accordingly the directors also propose to 
transfer £20,000 to general reserve, £20,000 
to reserve for replacements, £5,000 to reserve 
for possible future bad debts, to place £5,000 
to the credit of our employees’ benefit fund, 
and to carry forward £41,789 or £3,946 more 
than was brought in. 

It would be unwise to attempt to forecast 
the future in these uncertain times, but the 
company has a fine plant and a full order 
book, while the accounts that have been sub- 
mitted to you show the soundness of the 
financial position. The plant, machinery and 
equipment stand in the books at very con- 
siderably less than present-day values. Pro- 
viding we have no governmental interference, 
we can look forward to the future with 
confidence. 


In conclusion, I wish to pay a tribute to 
my colleagues on the board and to the staff 
and to the employees in the mills. Their 
work throughout the year has effectively 
combined to produce these very satisfactory 
results. 


CHAIRMAN’S REMARKS 


Addressing the meeting, the chairman said: 
In my statement which was printed with the 
report, I mentioned that this is the best year 
the company has ever had, and I explained 
briefly the reasons for the improvement over 
the previous year. There is little more that 
I need say. T might have referred to the 
strength of the financial position, and in par- 
ticular I could have pointed to the fact that 


the current assets amount to £628,000, while 
the current liabilities and provisions total 
only £282,000. 

Everything is very clearly set out in the 
accounts. If, however, there are any ques- 
tions you would like to ask, I shall be very 
pleased to answer them. 

The report and accounts were unanimously 
adopted, and the dividend and appropriations 
as recommended were approved. 

The retiring director (Mr J. R. Henry) was 
re-elected, and the fee of the auditors, Messrs 
Deloitte, Plender, Griffiths and Company, was 
fixed. 

Mr. E. Royden Alltree, in proposing a 
vote of thanks to the chairman, directors, 
staff and work-people, said he happened to 
know a little about the company’s class of 
business, and he knew that the magnificent 
result of the year represented a great deal 
of work, a great deal of worry and a great 
deal of distress of mind. The shortages of 
raw materials and increases in prices, which 
had made it very difficult to keep in friendly 
touch with their customers, had _ been 
appalling, and he thought that to produce 
the best result the company had had in the 
whole period ot its existence was marvellous. 

Mr F. E. Armstrong seconded the motion, 
and it was carried unanimously. 

After a brief acknowledgment by the 
chairman, the proceedings terminated. 


W. H. SMITH & SON 
(HOLDINGS) LIMITED 


INCREASED TURNOVER 
HON. D. J. SMITH ON RISING COSTS 


The first annual general meeting of W. H. 
Smith and Son (Holdings) Limited was held 
on August 4th at the Holborn Restaurant, 
London, W.C.1. 

The Hon. D. J. Smith, J.P., the chairman, 
presided. 

The following is an extract from his state- 
ment, which was circulated with the report 
and accounts. 

During the year under review, the retail 
and wholesale sections of W. H. Smith and 
Son Limited have shown a healthy tendency 
so far as sales are concerned. This was due 
in large part to the greater amount of news- 
print available for the daily papers and 
weeklies, periodicals and magazines. More 
goods were also available on the stationery 
side of the business, though purchase tax 
has a very real effect on the sales in this 
section. 

At the same time, costs have risen in all 
sections and wages particularly show a large 
increase on the previous year. 


RENOVATION OF SHOPS AND BOOKSTALLS 


I am pleased to say that several shops 
have been renovated or refitted and this work 
is being proceeded with as opportunity and 
licences permit. At the same time, some old 
or temporary bookstalls have been replaced 
with very fine modern structures. The latest 
of these are at Marylebone and Fenchurch 
Street stations and are probably the most 
modern design of bookstall in the world. 

If you will now turn to the figures which 
are set out in the report which you have 
before you, you will see on pages 14 to 17 
the consolidated profit and loss account and 
the appropriation account of W. H. Smith 
and Son Limited and its subsidiaries. 

As your company acquired the share capital 
of W. H. Sm‘th and Son Limited on Sep- 
tember 1, 1949, the profits of W. H. Smith 
and Son Limited earned but undistributed 
before that date are not available to this 
company for distribution to its members by 
way of dividends, but recourse may be had 


to the pre-acquisition profits to defray pre- 
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liminary expenses. Effect has been given to 
this position in the consolidated profit and 
loss account of W. Smith and Son, 
Limited and its subsidiary companies in the 
following manner. There have first been 
shown the trading figures for the entire finan. 
cial year ended April 1, 1950, with com. 
parable figures for the previous year, so tha; 
the position as a whole may be clearly seen 
in ths part of the profit and loss account 
The principal change is an increase in the 
amount provided for depreciation of fixed 
assets ; to some extent this reflects recen: 
capital expenditure, but to a larger degres 
it is due to an adjustment of the rates of 
depreciation considered desirable in v ew of 
the enormously increased cost of replacement 
under present conditions. : 


NET PROFIT 


After deduction of taxation the consoli- 
dated net profit has been apportioned on 
time basis between the pre-acquisition period 
of five months from April 3, 1949, to Sep- 
tember 1, 1949, and the remaining seven 
months of the financial year to April 1, 1959, 
For the entire financial year the net profit 
amounted to £611,028, out of which there 
have been paid dividends amounting after 
deduction of income tax to £288,862, in- 
cluding the special dividend of £41,250 paid 
to your company to defray its preliminary 
expenses. There has thus been retained by 
W. H. Smith and Son Limited and its sub- 
sidiary companies out of the year’s profits 
a total sum of £322,166, of which {144,59 
has been allocated to reserves not available 
for payment of dividends to members of 
your company, and £177,576 has been carried 
forward in respect of the profits for the last 
seven months of the financial year. 

From the consolidated balance-sheet of 
W. H. Smith and Son Limited, and its sub- 
sidiary companies, it will be seen that the 
accumulated reserves and undistributed 
profits have been distinguished as between 
those existing at September 1, 1949, and 
those which have arisen in respect of the 
seven months from September 1, 1949, to 
April 1, 1950. Taking the position as 4 
whole, the total of the share capita! and 
reserves representing the funds employed .o 
the combined businesses amounted at April |, 
1950, to £3,960,590, as compared with 
£3,622,538 at April 2, 1949, showing 20 
increase during the year of £338,052. 


STOCK POSITION 


Fixed assets comprising properties, plant, 
motor vehicles, fittings, fixtures, etc., have 
increased during the year by £135,955. This 
is the net amount after deduction of deprecia- 
tion charges and sales; the total capital ex- 
penditure during the year amounted 
£273,964. In addition the surplus of current 
assets over current liabilities and provisions 
has increased during the year by £174,622. 
Stocks are less by £194,304, it being our 
policy to keep stocks as low as possible, but 
debtors have increased by £264,476 as 3 
result of increased turnover and current 
trading conditions. 

The separate accounts of the Holdings Com- 
pany show that the income which has been 
drawn from W. H. Smith and Son Limited 
has been limited to the amount which 15 
required for payment of dividends and 
expenses. 

I have referred earlier to the staff, but I 
cannot end this statement without paying 4 
very warm tribute to the staff throughout the 
country for all that they have done during 
the past year. 

The business of W. H. Smith and Son 
Limited has now been in existence for more 
than 150 years and has grown by wise stops 
during that time. I can assure the Share 
holders that the Directors will continue 
be on the lookout for such expansion as they 
consider to be prudent. 

The report and accounts were adopted. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended August 5, 1950, total 
ordinary revenue was £89,325,000, against 
ordinary expenditure of £58,652,000 and issues 
to sinking funds £480,000. Thus, including 
cinking fund allocations of £4,278,000, the surplus 
acct ued since April Ist is £105,668,000 compared 
with (49,585,000 for the corresponding period a 
year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 

eceipts into the 

Exchequer 

(£ thousand) 














Esti- JApril 1,/April 1, 
Revenue mate, | 1949 | 1950 | Week | Week 
1950-5 to to ended | | ended 
Aug. Aug. Aug. Aug. 
| 6, 5, aa & 





£000 | 1949 1950 {| 1949 | 1950 








ORDINARY } j i 
REVENUE a t 
Income Tax.....- 11388 y 278, 877) 271,017] 19,471) 17,814 





Ser-tat ..... 120,000, 27,600} 28,100) 800 1.100 
Estate, etc., Duties | 195,000] 64,900, 66,050, 2,700 2,600 
Stamps....---..-| 50,000, 17,600, 17,565) 700 1,200 
Profits Tax .... 1, | 270, 76,260, 67,620, 4,900 6.600 
EPI cee 17,800, 5,2 800, 750 
Other Inland Rev. | 500 70, Oe kes ia 
SpecialContributn.| 4,500] 10,600) —“ 300 ©~—-:100 
Total Inland Rev amaan Ki 707| 457, 729) 29,671, 30,164 
Customs...+..+0« 870,650, 272, 051 292, 346! 18, 618 17,255 
Selle ss ca sadian ‘713, 713,150) 251, ‘600. 259, 400) 33,100. 38,764 
——~~|------ a | ne 
Teta! Customs and 
Excise ........ 1583800} 523, 651 651,746) 51,718, 56,019 
Motor Duties... . £6,009 8,762 9,386] 1,721' 2,109 
Surplus War Stores 27,953; 10,477] ... one 


Surplus Receipts | 
from Trading... | 85, 4,045 25,97 ase ons 
P.O.(Net Receipts)| —... meee ose 900 
Wireless Licences.| 13,0 3,040; 3,1 te 
Sundry Receipts..| 27, } 
Miscell. Receipts 5,971; 5,172 oe 
(m.Crown Lands)} 70,¢ 19,374) 20,449, 14 133 


Jotal Ord, Rev... 3897800,1086503 1084925 83,182) 89,325 











Seir-BaLANCING | 


53,100) 56, 










Post Office....... 4,100} 3,100 
Income Tax on 

E.P.T. Refunds. 5,7 2, 997| 3,4 164, 294 
ee 4075650114260) 1144379; 87, 446 92,719 


> Exchequer 
to meet payments 
(£ thousand) 





























cocaine |i PREEARH «c 
xpenditure 2 1950 | Week Week 
1950-5 to ended | ended 
| Aug. Aug. 
5, 


5, 6, 
1950 | 1949 
ORDINARY 
EXPENDITURE 
Int. and Man. of} 


Nat. Debt.. | 490, 146, 792) 143,847] 21,770) 21,771 
Payments to 'N. 

Indland... ...... . 1,153, 1,281 
Other Cons. Fund | 

SOIVICGS.. cess ll, 
SRS, 537, 163, 346) 159, 735) 22, 923, 23,052 


Supply Services . - (2918069) 869,443 815, 245] 26,500) 35,600 


Se ed 
Total Ord, Expd.. 3345506 
Sinking Funds... . | 











"480 
Total (excl. Self.) | 
Bal. Expd.)... . 345506 o3esis 979,258} 49, 848. 59,132 
Seur-BaLancine | | 
Post Office...... :/172,1 4,100, 3,100 
Income Tax on| | 
E.P.T. Refunds.| 5,7 164 «294 







se ea a 36329191093015 1038712} 54,112; 62,526 


— decreasing Exchequer balances by £86,279 to 
fs 011,724, the other operations for the week decreased 
ie gross National Debt by £20,413,186 to £26,155 million. 


NET RE 
Tie be, OSA ceuscarccstteccom ts tock: 3M 


NET ISSUES (£ thousand) 


Post Office and Telegraph (Money) Act, 1948 .... 320 
Ey P.T. Refunds 


Total . 


(1 a0 eb VASE ka coke Sees 550k eons Be 359 
ape rt Guarantees Act, 1949, s. 3(2)..........-: 150 
nee (Scotland) Act, 1944 & Housing (Financial 
visions) (Scotland) OR RNS 5 ccc ins ve 283 
a Authorities Loans Act, 1945, s. BD). 95 «.» 4,500 
on Towns Act, 1946, s. 12/. OP Wat avuceaayelaas 360 


Verse as Reso eins 
Orwes Baap ee te 


‘ 686 
*cellaneous Financial Provisions Act, 1946, s. 2(1) 

lar Damage: War D: amage Commission... ... 3,000 
mance Acts, 1946 and 1947, Postwar Credits. . 43 





CHANGES IN DEBT ( thousand) 
Receipts 


B i | PAYMENTS 
Tax Reserve Certs. 17,388 Treasury Bills .... 34,554 
Other Debt :— Nat. Savings Certs 1,200 
Internal ......, 8,988 23%, Def. Bonds. .. 235 
3° “De {. Bonds. ... 510 

Othe r Debt :-— 

Butermel ...2.. 1,935 

Ways & Means Ad 
WHOS Sk. sins 8,355 
26,376 | 46,789 


FLOATING DEBT 


({ million) 










Treasury bar and 
Bills : mews Total 
Date | _ aye Advances Float- 
| Bank ing 
Tender| Tap Public of Debt 


Depts Eng- 
land 






1949 j 
Aug. 6] 2210-0] 2267-7] 331-1 | 


1950 
May 13} 3000-0! 1865-4] 416- 


1224-0] 6032-8 




















2 .- | 410-0 | 5691-6 
, 20] 3020-0! 1839-4] 437-9]... | 410-0 15707-3 
. 274 3050-0] 1812-0] 439-1] 4-0 | 400-0 5705-1 

June +} 3070-0} 1838-2] 431-2] ... | 390-0 |5729-4 
» 10) 3080-0) 1765-2] 413-2]... | 380-0 | 5638-4 

» 17} 3090-0} 1784-8} 411-9 | 2-0 | 370-0 | 5638-7 

» 24]3100-0/ 1769-7] 421-4} 4-0 | 350-0 | 5645-1 

«ae 4856-9 404-2 | 12°5 | 350-0 1 5623-6 

July 8} 3120-0! 2034-9] 387-4]... | 375-0 [5917-3 
» 151 3120-0/ 2046-9} 380-9 | 5+ 366°5 | 5919-3 

» 22)3130-0} 2025-9] 396-3 wee | 380-0 | 5932-1 

» 29}3140.0) 1969-4 382-8 | 405-0 | 5897-2 

3140-0 | 1934-9 405-0 -3 


TREASURY BILLS 


{£ million) 






























a er 
Amount -_ oi Cent 
Date of pl ot Alot a 
- )ffe |Applied| . ment - 
fered ie Allotted} e Min. 








40 


Rate 


1949 | 

Aug. 5 | 200-0 | 309-4 | 200-0] 10 5-36 51 
1950 

May 5 250-0 | 337°6 | 250-0 10 4-H 3 
» 12 | 240-0 | 313-0 | 240-0] 10 3-03 68 
» 19 | 250-0 | 312-5 | 250-0} 10 3-13 73 
» 2% | 240-0 | 293-5 | 240-0} 10 3-47 W 

June 2 | 240-0 | 343-5 | 240-0} 10 2-64 57 
» 9 | 240-0 | 317-8 | 240-0] 10 3-08 67 
" 16 | 240-0 | 299-6 | 240-0] 10 3-33 75 
" 23 | 240-0 | 315-4 | 240-0] 10 3-06 68 
"30 | 240-0 | 302-4 | 240-0] 10 3-21 13 

July 7 | 240-0 | 306-4 | 240-0} 10 3-19 72 
, 14 | 240-0 | 327-1 | 240-0] 10 2-90 63 
» ©<BL | 240-0 | 335-4 | 240-0] 10 2-78 60 
” 28 | 240-0 | 340-8 | 240-0] 10 2-72 58 

Aug. 4 | 250-0 | 335-7} 959-0} 19 9-81 t 64 0 | 335-7 | 959-018 19 9-8] 64 


On August 4th applications for 91 “On August 4th applications for 91 day bills to be paid ay bills to be paid 
from August 8th to August 12th were accepted dated 
Tuesday to Saturday as to about 64 per cent of the amount 
applied for at £99 17s. 5d., and applications at higher 
prices were accepted in full. Treasury Bills to a maximum 
of £240 million are being offe red for August llth. For 
the week ending August 12th the banks will not be asked 
for Treasury deposits. 


NATIONAL SAVINGS 
({ thousand) 






Week Ended 


July 30, | July 29, 
1949 | 1950 

























Cente nee eoae 


Net Savings .....eese0- 
Defence Bonds :— 












Receipts........ eecceses 
Repayments ......+.+++. 
Net Savings ......... Joe 
P.O. and Trustee Savings 
Banks :— 
Receipts........eseeeee+ | 11,263 | 11,732 | 213,118 
Repayments ...-.0s+e0+ 16, O31 | Braacaee 232,915 


Net Savings ....ccsesses 


Total Net Savings......... 747,571 
Interest on certificates repaid 9,640 
Interest accrued........... 40,749 


Change in total remaining 
MOE... 4 see bcedeues 


BANK OF ENGLAND 
RETURNS .- 


AUCUST 9, 1950 
ISSUE DEPARTMENT 


j £ 
Notes Issued:- Govt. Debt... 11,015,100 
InCirculation 1329,349,728| Other Govt. 
In Bankg. De- | Seenrities ... 1338,017,661 
partinent .. 21,007,095} Other Secs... . 705,292 
| Coin (other 
| than gold)... 263,947 
Amt. of Fid.———————~ 
Issue ....... 1350,000,000 


Gold Coin and 
Bullion (at 
248. Od. per 





Ga... 2s 356,823 
135 50, 356, 823 | 1350, 356, 823 
— DEPARTMENT 
. é 
Capital ...... 14,853,000 Govt. Seos.... 600,331,441 
BE ccc nace 3,825,149 | Other Secs.:~- 36,455, 169 
Public Deps.:- 262,288,213! Discounts and 
Public Acets.* 15,769,683 Advances... 11,051,355 
H.M. Treas. | Seewrities.... 25,383,814 
Special Acct. 246,518,530 | 
Other Deps.:~ 383,610,718 
Bankers..... 285,703,750 | Notes...... ee 213,007,095 
Other Accis.. 97,906,968  Coin....... oa 6,505,375 
664, 277, 080 664, 277, 080 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
({ million) 


1950 


July | Aug. Aug. 
2% | 2 9 





ssue Dept. :— 
Notes m circulation..... 
Notes in banking depart- 
| PR Te 
Government debt and 
securi tie ie 


1319-7'1328-9}1329-3 
30-6| 21-5! 21-0 
1349-3 1349-3/1349-0 
0-7 0:7 0-7 
0-4) 0-4) 0-4 
/$ 248/0, 248/0, 248/0 


} 


Gold esd dines cabke abun 

Valued al s. per fine 02... 
Banking Dept. :— 
Deposits :-— 


Public Accounts ........ 14-5} 11-2) 15-8 
Treasury Special Account 237-1; 246-5) 246-5 
DONS Sicentcvavaseed 286-8, 293-1) 285-7 
RNG. cis iscnesevs 97-9: 98-6 97-9 
TOS Vier ndveweanscss 636-3; 649-4) 645-9 
Securities :-— 
Government... .....:000. 572-7; 596-1) 600-3 
Discounts, etc..........- 18-0; 14-8 11-1 
ae mete “9% 26-5 28-6) 25-4 
sevice esbaces anes 84-8 617-2; 639-5) 636-8 
Banking dept. res......... § 37-4 28-2) 27-5 
% | & | % 
* Propartion ” ....<sccsess 58) 43 4-2 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {1,300 million to £1,350 
million on June 27, 1950. 


“Tur Economist 


INDEX OF WHOLESALE 
PRICES 
(1927 = = 100) 





wong tar eae | 147-3 | 156-0 | 156-0 
SNR gs 6 Pica xn bees | 174-6 234-0 | 242-6 
MinerO 5 cic oe xeecscec | 243-3 287-5 | 288-9 
Miscellaneous .........- | 146-7 172-2 | 176-6 

Shweta 
Complete Index..... _ 192-4 | 194-0 
SORE TOO ii ncarcksons 


GOLD AND SILVER 
The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spet 
cash prices during last week were as follows :— 






SILVER 


London brew York! Bombay 
ounce|per ounce!per 100 tol 


GoLp 


1950 








THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


<lncorporated in the Colony oi Hong Kong) 
The Liability of Members is limited to the extent and in manner prescribed by Ordinance No, 
oft 1929 of the Colony. 
CAPITAL ISSUED AND FULLY PAID U . - - 
RESERVE FUNDS STERLING - - 
RESERVE LIABILITY OF MEMBERS - - - . 
Head Office : HONG KONG 
Obairman and Chief Manager: Hoxovrasie Sis Agtace Morse, 0.B.E. 
London Office : 9, Gracechurch Street, E.C.3. 
London Managers : 3. A. Gray, A. M. Duncas Watcace, H. A. Maser 
BRANCHES 
INDIA 
Bombay 
Calcutta 
INDO-CHINA 
Haiphong 
Saigon 
JAPAN 
Kobe 
Tokyo 
Yokohama 
MALAYA 
Cameron 
Highland- 


$20,000,000 
-  £6,000,000 
- $20,000,000 


NORTH 
BORNEO (Con, 
Sandakan 
Tawau 

PHILIPPINES 
lhoilo 
Mani! 

SiAM 
Bangkok 

UNITED 
KINGDOM 
Loudon 

US.A 
New York 
San Francisec 


BURMA 
Rangoon 
CEYLON 
Colombo 
CHINA 
*Amoy 
*Canton 
*Chefoo 
*Pairen 
*Koochos 
*Hankew 
*Harbin 
*Moukden 
*Nanking 


Peking 


MALAYA (Con, 
Kuala Lampw 
Malacca 
Muar 
Penang 
Singapore 
Singapore 

(Orchard Road 
Sungei Patani 
Teluk Anson 

NORTH 
BOKNEO 
Brunei Tow: 


CHINA (Con. 
Shangha 
Swatow 
Tientsia 
Tsingtao 
DIAWA (JAVA) 
Djakarta 
Surabaja 
EUROPE 
Hamburz 
Lyons 
HONG KONG 
Hong Kong 
Kowloon Ipoh Jesselton 
Mongkok Jobore Batrn Kaala Belal: 
*Branches at present not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service a Trustees and Executors is also undertaken by the Bank’ Trustee 
Companies in 
SINGAPORE 


HONG KONG LONDON 













REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS €£18,000,000 
ASSETS EXCEED €1 12,000,000 
CLAIMS PAID EXCEED £207 000.000 


(1949 Accounts) 


PETAUKE CO-OPERATIVE MARKETING UNION LIMITED 
Applications for the post of ASSISTANT MANAGER are invited, 
1. Duties.—Secretarial and accounting, supervision of Agricultural 

activities, building construction, carpentry, and vehicle maintenance 

and deputising for the Manager when necessary. 


2. Qualifications.—University degree and/or secretarial and/or 
accountancy qualifications, versatility and interest in agriculture. 
3. Conditions of Employment.—Will be governed by a three year 
contract. Salary £500-£600 plus bonus according to experience and 
qualifications, free accommodation and heavy essential furniture, 


long leave accumulating at the rate of four days per month of 
service after three years, 
4. Applications.,—Will_ be received by the Manager, Petauke 


Co-operative Marketing Union Limited, Petauke, Northern Rhodesia 
up to and including August 31, 1950. The successful candidate will 
be expected to commence duty at the latest by January 1, 1951 


ASSISTANT SECRETARY 


The Nuffield Foundation has a vacancy for an Assistant Secretary. 
He must be a university graduate (in any faculty) with a good 
academic record, of proved administrative ability in responsible posts 
and having the capeesy to consider novel proposals imaginatively 
and practically. referably he should be aged between 35 and 
40 years. 

The commencing salary will be £1,500 a year, with superannuation 
and child aliowances. 

Anyone wishing to be considered for this post should write to 
the Secretary, Nuffield Foundation, 12, Mecklenburgh Square, London, 
W.C.1. stating age and full details of qualifications and experience 


and the names of three referees. 
FARRER-BROWN, Secretary. 


Ls. 
‘{REATIVE imagination its the dynamo of the most forceful 
advertising. It endows the written word with power ana 
persuasion. mson Clark’s produce advertising of such character. 
May we do so for you?—'Phone Museum 5050 for an interview. 
byte ORR & PARTNERS seek additional staff for the 
Accountancy and Administrative Division of their professional 
work as Consulting Specialists in Organisation and Management, 
Applicants must satisfy the following requirements: 

1. Professional qualification in Accountancy. 

2. Some years’ responsible executive experience in senior industrial 

appointments, 

8. Knowledge and experience of modern techniques of Cost Control, 

4. +e general education and wide interest in contemporary 

affairs. 

Suecessful candidates will be trained as Management Consultants 
ai the Company’s own Training Centre. Applications should be 
addressed in WRITING to the Company's Offices, at 7, Park Lane, 
London, W.1, quoting Reference C.1037. 

DMINISTRATION—Chartered Accountant and A.C.W.A. (42), 

wishes senior appointment with progressive organisation offering 
scope and prospects. Extensive experience, professional, com- 
mercial, trade associations, financial investigations.—Box 471. 


CS. and statistical help by experts. Data of all types 
‘ analysed, with statistical tests if required. LAN. 1187. 
Postal 


Tuition for B.Sc.ECON. 


The London University B.Sc. Econ, Degree is a valuabie qualification for statistical 
research, and welfare work in commerce and industry, and for teaching or administrative 
posts under Education authorities, etc. The degree is open to all without Universit 
residence. You ma for the three examinations at home under the experi 
guidance of Wolsey | (est, 1894): fees are reasonable, and may be paid by instalments, 


if desired. , 
Prospectus irom the Director 0! WOLSEY HALL, OXFORD 
STA a 
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onal BANK OF SOTA), 


Head Offices Branches throughout 
EDINBURGH SCOTLAND 
ESTO. 1625 






LONDON OFFICES: 37, Nicholas tane, E.C.4; 
18/20, Regent Street, Piccadilly Circus, oo 


Every description of Banking Service undertaken 


CROWN AGENTS FOR THE COLONIES 
ACCOUNTANT required by the Government of Nigeria 
Department of Commerce and Industries for one tour of }s- 
with prospect of permanency. 
experience in the scale £711 rising to £1,290 a year (including ; 


for the 
“1 months 
Salary according to qualitications anq 
ances). Outfit allowance £60. Free passages for officer and oa 
assistance towards cost of children's passages, Liberal leave on full 
salary. Candidates, not over 35, should have had accounting 
experience gained in a factory, commercial house or with a practi ing 
professional public accountant. Membership of one of the recogn ed 
bodies of professional accountants would be an advantage —Apyi 
at once, by letter, stating age, full names in block letters. whethe 
married or single and full particulars of qualifications and experience 
and mentioning this paper, to the Crown Agents for the Colonies. 4 
Millbank, London, S.W.1, quoting M/N/25117(3C) on both letter and 
envelope. The Crown Agents cannot undertake to acknowledg 
applications and will conimunicate only with applicants select 
further consideration. 





d for 


Organiser 


Wants to change 


OU gg Sngynemede London trade organisation, economist, 
h long praxis, best connections and references, 


position. Representation, public relations, business p: 


motion 


merchandising, cub management, hospitality, ete.—Write Box 434 
»DITOR for monthly magazine concerned with advertising and 
4 marketing required by leading group of trade publishers 

Applicants must have experience of advertising and sales promotion 

and preferably some training in economics and statistics.—Write 


giving age and full details of experience and qualifications to Box 485 


| LLY qualified accountant required by new Tanker Company to 
take charge of accounting department office in Byfleet. Must 
be experienced in shipping and world wide foreign exchange contiol 
Salary between £1,250 per annum and £1,750 r annum depending 
on experience and  qualifications.—Applications in writing to 
Personne! Supervisor, United Overseas Petroleum Company Limited 
West Hall, Byficet, Surrey : 


PYHE Civil Service Commissioners invite applications for appoint 

ments as Senior Scientific Officer and Scientific Officer to be 
filled by competitive interview during 1950. Interviews began in 
January and will continue throughout the year, but a closing date 
for the receipt of applications earlier than December, 1950, ma) 
eventually be announced. Successful candidates may be appointed 
immediately, The posts are in various Government Departments and 
cover a wide range of Scientific research and development in most 
of the major fields of fundamental and applied science. Candidates 
must have obtained a university degree in a scientific subject 
(including engineering) or in Mathematics with first or second class 
honours, or an equivalent qualification, or possess high professional 
attainments. Candidates for Senior Scientific Officer posts must in 
addition have had at least three years’ post-graduate or other 
approved experience. Candidates for Scientific Officer posts taking 
their degrees in 1950 may be admitted to compete before the result 
of their degree examination is known. 

Age Limits: For Senior Scientific Officers, at least 26 and under 3! 
on August 1, 1950; for Scientific Officers, at least 21 and under 28 (or 
under 31 for established civil servants of the Experimental Officer 
class) on August 1, 1950. Salary Scales for men in London: Senior 
Scientific Officers, £700 x £25—£900: Scientific Officers £400 x £25—165) 
Rates for women are somewhat lower. . 

Further particulars from the Secretary, Civil Service Commission 
(Scientific Branch), 7th Floor, Trinidad House, Old Burlington 
Street, London, W.1, quoting No. 2887. 


Works MANAGER required for STRUCTURAL STEELWORK®S 
Only men with experience and unbroken record of success |" 
the trade need apply. The appointment is substantial and salar’ 
will be commensurate with qualifications. It is essential that 
applicants should give full details of experience, together with 
salaries received and now reguired. Our own senior stafi are awa’ 
of this advertisement. Applications will be treated in strictest ©” 
fidence.—Box 474. 


] A., A.C.A., aged 28, single, ex RAF., would like position 
+ Canada or U.S.A. What offers?—Box 488. 


A SMALL Company employing 200 personnel has vacancy for 
4 Company Secretary male or female age 30-35. A pene 
other duties will attach to the post. Salary according to as* at 
experience but not less than £450 commencing.—Write to Box *' 
for-application form, 


The Economists’ Bookshop Ltd.— 
caters for specialists and students in 
Economics and the Political! and Social Sciences 
11-12 Clement’s Inn Passage, Aldwych, W.C.2. 





London, W.C.2. 


J sparer, L10., 
S. Farley, 111, 


Tue Economist New 12 1950. 
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